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[2320]  Whereupon, 

Jay  Samuel  Hartt,  previously  sworn,  resumed  the 
stand  and  was  examined  and  testified  further,  as  follows: 

Direct  examination: 

By  Mr.  Hackney: 

Q.  Mr.  Hartt,  I  believe  you  already  testified  several 
times  in  this  proceeding  up  to  date?  A.  Yes,  sir. 

Q.  Have  you  heard  or  read  all  of  the  cross-examination 
of  Mr.  Coffman  given  in  this  case?  A.  Yes.  I  have 
heard  most  of  it  and  I  have  read  the  transcript  of  those 
days  when  I  was  not  present. 

Q.  Was  there  anything  developed  in  the  course  of  the 
cross-examination  of  Mr.  Coffman  which  has  caused  you  to 
change  the  opinion  and  views  to  which  you  previously 
testified  with  respect  to  the  effect  of  segregation  of  the 
companies  in  the  Philadelphia  Company  group  ?  A.  No. 
I  am  still  of  the  opinion  that  the  methods  and  procedures 
used  by  Mr.  Coffman  in  preparing  his  exhibits  showing  loss 
of  economies  on  segregation  are  sound  and  reasonably 
accurate.  I  am  aware  that  cross-examination  developed 
[2321]  certain  errors  and  inconsistencies,  but  they  have 
been  either  of  a  minor  nature  or  been  corrected  by  the  ex¬ 
hibits  which  I  have  produced. 

Q.  Do  you  still  adhere  to  the  independent  judgment 
which  you  have  already  expressed  in  these  proceedings? 
A.  I  do. 

In  reviewing  the  subject  of  loss  in  economies  resulting 
from  segregation  I  had  conversation  with  department  heads 
and  other  responsible  officials  of  the  companies  involved, 
at  which  time  many  of  the  books  and  records  of  the  com¬ 
panies  were  inspected  and  during  which  the  number  of 
employees  by  job  classifications  were  reviewed.  I  also 
reinspected  the  important  buildings  used  by  the  companies. 
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From  these  discussions  and  from  the  inspection  of  records 
and  buildings  countless  factors  resulting  from  segregation 
were  developed,  all  of  which  I  considered  in  arriving  at  my 
judgment  of  the  additional  cost  that  would  arise  by  reason 
of  segregation.  I  did  not  attempt  to  record  all  of  the  fac¬ 
tors  developed  during  my  investigation,  for  the  reason  that 
sufficient  time  was  not  available  before  this  hearing  was 
begun.  If  all  such  factors  had  been  recorded  at  least  a 
month  of  additional  time  would  have  been  required. 

Q.  I  believe  that  you  previously  testified  that  you  have 
had  occasion  in  the  past  to  make  studies  of  the  efficiencies 
of  various  utility  operations?  [2322]  A.  I  have. 

Q.  In  connection  with  such  studies  did  you  obtain  data 
from  other  utility  companies  bearing  upon  the  question  of 
efficiency?  A.  Yes. 

Q.  And  how  were  those  data  obtained?  A.  Partially 
by  personal  interview  and  partially  by  correspondence  with 
responsible  executives  of  the  various  companies. 

Q.  From  how  many  companies  did  you  obtain  informa¬ 
tion  directly?  A.  93  companies. 

Q.  And  what  was  the  nature  of  the  data  so  obtained? 
A.  I  obtained  the  amount  of  the  operating  payroll,  the 
number  of  the  operating  employees  and  the  percentage  of 
construction  undertaken  by  the  operating  utility  and,  in 
addition  to  that,  in  a  number  of  cases  I  obtained  additional 
information  relative  to  the  number  of  people  in  the  sales 
and  service  departments,  and  information  of  that  character. 

Q.  Did  you  also  study  statistics  published  by  the  Fed¬ 
eral  Power  Commission?  A.  Yes,  sir. 

Q.  And  how  many  companies  were  included  in  those 
statistics  so  studied?  A.  About  275. 

[2323]  Q.  And  what  was  the  nature  of  those  statistics? 
A.  It  was  detailed  information  as  to  revenues  and  expenses 
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and  taxes,  depreciation,  property  accounts,  total  number 
of  employees,  kilowatt  hours  sold,  and  like  data. 

Q.  And  bow  were  these  statistics  used  by  you?  A. 
They  were  coordinated  with  the  data  obtained  directly  from 
company  officials  so  as  to  assist  in  forming  a  judgment  as 
to  the  results  that  would  be  obtained  by  public  utility  com¬ 
panies  that  were  efficiently  operated. 

Q.  As  the  result  of  your  work  with  the  companies  in  the 
Philadelphia  Company  group  over  the  last  eight  or  nine 
years  have  you  also  had  an  opportunity  to  judge  the  effi¬ 
ciency  of  operations  of  the  various  companies  in  that  group? 
A.  Yes. 

Q.  And  will  you  describe  the  general  nature  of  your 
studies  relative  to  the  companies  in  the  Philadelphia  Com¬ 
pany  system  ?  A.  In  connection  with  the  recapitalization 
of  the  Philadelphia  Company  in  1939  I  obtained  a  sub¬ 
stantial  amount  of  information  in  regard  to  the  properties, 
revenues,  expenses  of  operation  and  other  pertinent  data 
relative  to  the  Philadelphia  Company  and  subsidiaries.  I 
personally  inspected  various  parts  of  the  properties  and 
under  my  direction  and  supervision  my  associates  inspected 
other  parts.  In  connection  with  the  valuation  of  the  assets 
of  Standard  Gas  and  Electric  Company  in  [2324]  1943  I 
made  an  investigation  and  study  of  many  phases  of  the 
operations  of  the  companies  in  the  Philadelphia  Company 
system.  Under  my  direction  and  supervision  my  employees 
reinspected  the  property,  determined  the  important  changes 
in  the  physical  properties  between  1939  and  1943.  In  con¬ 
nection  with  rate  cases  involving  Pittsburgh  &  West  Vir¬ 
ginia  Gas  Company  and  Kentucky  &  West  Virginia  Gas 
Company,  which  were  tried  about  a  year  ago  before  the 
Federal  Power  Commission,  I  studied  the  operation  of  these 
two  companies  with  particular  reference  to  expenses  of 
operation  and  then  made  projections  of  operating  expenses 
of  these  companies  over  a  five-year  period.  I  also  reviewed 
the  December  payroll  of  these  companies  in  detail  for  many 
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years  in  the  past.  Within  the  past  three  months  I  have  been 
collaborating  with  Stone  &  Webster  in  a  study  of  the  rea¬ 
sonable  foreseeable  earning  power  of  the  various  companies 
in  the  Philadelphia  Company  system.  During  the  period 
from  1939  to  the  present  time  I  have  had  abundant  oppor¬ 
tunity  to  become  acquainted  with  the  operations  of  the  per¬ 
sonnel  of  the  companies  in  the  Philadelphia  Company 
system,  including  both  the  general  departments  and  the 
operating  force.  I  have  also  had  opportunity  to  become 
acquainted  with  a  number  of  employees  in  the  quality  of 
their  work  and  the  results  obtained. 

Q.  Based  upon  the  familiarity  with  Philadelphia  Com¬ 
pany  and  subsidiaries  experienced  by  you  in  the  past  eight 
or  nine  years  are  you  of  the  opinion  that  you  have  had  an 
adequate  [2325]  opportunity  to  judge  the  efficiency  of  the 
operations  of  the  various  companies  in  the  group?  A. 
Yes. 

Q.  Based  upon  this  what  is  your  opinion  as  to  the  effi¬ 
ciency  of  the  companies  in  the  Philadelphia  Company 
group?  A.  It  is  my  opinion  that  they  are  efficiently 
operated. 

Q.  And  why  have  you  come  to  that  conclusion?  A. 
Because  I  have  had  many  opportunities  to  investigate  the 
number  of  employees  in  the  various  departments  and  the 
work  done  by  the  departments  and  have  had  an  oppor¬ 
tunity  to  compare  the  number  of  employees,  the  rates  of 
compensation,  and  the  results  obtained  with  those  of  other 
companies  with  which  I  am  familiar.  Besides  this  there  are 
three  ratios  which  I  have  developed  over  the  years  as  meas- 
ing  sticks  to  test  the  overall  efficiency  of  gas  and  electric 
companies.  These  are:  One,  the  operating  payroll  in  per 
cent  of  the  gross  revenue;  two,  the  employees  per  million 
dollars  of  gross  revenue ;  and,  three,  the  customers  per  em¬ 
ployee.  These  ratios  as  applied  to  the  Philadelphia  Com¬ 
pany  and  subsidiaries,  exclusive  of  the  railway,  oil  and 
mining  operations,  compare  favorably  with  like  ratios  of 
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other  efficiently  operated  companies.  As  a  result  of  the 
investigations  which  I  have  made  and  the  ratios  developed 
I  am  firmly  of  the  conviction  that  the  Philadelphia  Com¬ 
pany  and  subsidiaries  are  efficiently  operated. 

Mr.  Hackney:  You  may  cross-examine. 

[2326]  Cross-examination: 

By  Mr.  Guttmann: 

Q.  Mr.  Hartt,  with  regard  to  the  first  of  the  yardsticks 
to  which  you  referred,  which  I  take  it  is  the  relationship 
of  operating  payroll  to  gross  revenues —  A.  Yes,  sir. 

Q.  — will  you  tell  us  what  you  found  it  to  be  in  the  case 
of  Philadelphia  Company  and  its  subsidiaries  separately 
as  to  each  of  the  companies  involved,  what  you  found  it 
to  be  on  the  basis  of  the  other  companies  that  you  measured 
against  it  for  yardstick  purposes!  A.  The  Duquesne 
Light  Company  had  a  20.2  per  cent  ratio  after  excluding 
the  coal  mining  operations,  which  are  not  normally 
an  operating  condition  that  exists  in  other  companies. 
Equitable  Gas  Company  and  Pittsburgh  and  West  Virginia 
Gas  Company  combined  had  a  like  operating  ratio  of  20.2 
per  cent.  The  companies  with  which  I  compared  it  were 
sixteen  in  number.  They  had  operating  ratios  that  varied 
from  a  low  of  17  per  cent  to  a  high  of  27  per  cent,  and  had 
an  arithmetical  average  of  22  per  cent. 

Q.  What  were  those  sixteen  companies,  Mr.  Hartt! 
A.  They  were  Alabama  Power  Company,  Boston  Edison 
Company,  Cincinnati  Gas  &  Electric  Company,  Cleveland 
Electric  Illuminating  Company,  Commonwealth  Edison 
Company,  Consolidated  Edison  of  New  York,  Consolidated 
Gas  and  Electric  Light  Company  [2327]  of  Baltimore, 
Detroit  Edison  Company,  Houston  Lighting  &  Power  Com¬ 
pany,  Ohio  Edison  Company,  Oklahoma  Gas  &  Electric 
Company,  Pennsylvania  Power  &  Light  Company,  Potomac 
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Electric  Company,  Public  Service  Electric  &  Gas  Company, 
Rochester  Gas  &  Electric  Company,  and  the  Union  Electric 
Company  of  Missouri.  I  might  say  I  also  obtained  ratios 
of  the  LaClede  Gas  Light  Company  and  the  Washington 
Gas  Light  Company,  which  were  companies  with  all  gas 
operations. 

Q.  Are  those  the  only  two  companies  in  your  list  that 
are  companies  with  all  gas  operation?  A.  Yes,  those 
are  the  only  two  with  all  gas  operation. 

Q.  Are  any  of  the  companies  in  your  list  companies 
with  all  electric  operation?  A.  Alabama  Power  Com¬ 
pany  is  not  all  electric  but  it  is  very  largely  electric. 
Cleveland  Electric  Illuminating,  I  believe,  is  all  electric. 
I  am  not  certain  of  that  but  I  think  it  is  very  largely. 

Q.  Any  steam  in  there?  A.  There  may  be  some 
incidentals  but  they  are  inconsequential  in  the  total. 
Houston  Lighting  &  Power  Company  is  all  electric.  I 
believe  Pennsylvania  Power  &  Light  Company  is  substan¬ 
tially  all  electric.  I  am  not  certain  of  that.  Potomac 
Electric  Company  I  know  is  all  electric. 

Those  are  the  only  ones,  sir. 

Q.  In  arriving  at  your  ratios,  how  did  you  determine 
the  [2328]  operating  payroll  of  Duquesne?  A.  Well,  I 
obtained  it  from  the  company.  I  might  say  in  obtaining 
my  ratios  for  Duquesne,  I  obtained  1946  figures  and  have 
a  1946  ratio,  whereas  in  the  other  companies  they  are  1945 
ratios.  Between  1945  and  1946,  many  companies  were 
adding  employees  who  were  coming  back  from  service  and 
there  have  been  increases  in  wage  rates  in  most  companies 
between  the  two  periods,  so  that  I  felt  that  if  I  used  a 
1946  figure  for  Duquesne  against  a  1945  figure  for  the 
others,  that  I  was  being  just  a  little  bit  severe  on  Duquesne. 

Mr.  Hackney:  Are  all  the  figures  for  1945,  that  is,  of 
the  sixteen  companies  ? 
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The  Witness:  All  figures  are  for  1945  with  two  excep¬ 
tions:  One  is  Commonwealth  Edison  Company  of  Chicago 
and  the  other  is  the  companies  in  the  Philadelphia  Company 
group. 

By  Mr.  Guttmann: 

Q.  What  is  the  period  you  used  for  Commonwealth 
Edison  ?  A.  1946. 

Q.  Why  did  you  use  1946  for  Commonwealth  Edison 
and  1945  for  the  other  companies  in  the  comparative  group? 
A.  I  just  happened  to  have  1946  figures  in  my  briefcase 
and  I  didn’t  have  1945  figures,  so  I  used  them. 

Q.  Mr.  Hartt,  when  you  speak  of  operating  payrolls  for 
Duquesne,  to  what  extent  does  that  payroll  include  the  pay¬ 
roll  for  general  departmental  employees  whose  salaries 
are  allocated?  [2329]  A.  It  includes  all  of  the  salaries 
that  are  allocated. 

Q.  And  the  same  would  be  true  as  to  your  Equitable 
Gas  and  Pittsburgh  and  West  Virginia  payrolls?  A. 
Yes,  sir.  It  also  includes  the  telephone  payroll,  which  is  a 
little  bit  unusual  in  that  most  companies  use  the  Bell  Com¬ 
pany  system  for  their  telephone  service  and  the  Phila¬ 
delphia  group  has  substantially  their  own  telephone  system. 

Q.  In  arriving  at  your  ratio  of  20.2  per  cent,  did  you 
find  a  ratio  separately  for  Duquesne  and  one  for  Equitable 
Gas  and  Pittsburgh  and  West  Virginia,  or  was  that  the 
composite  payroll  that  you  used  in  arriving  at  that  per¬ 
centage?  A.  Well,  I  have  payroll  figures  for  Duquesne, 
for  Equitable  Gas,  and  for  Pittsburgh  and  West  Virginia 
separately. 

Q.  Would  you  state  for  the  record,  please,  the  payroll 
figures  that  you  used  for  Duquesne,  Equitable  Gas,  Pitts¬ 
burgh  and  West  Virginia,  as  well  as  the  gross  revenue 
fig-ares  that  you  employed  in  each  instance,  so  that  we  can 
see  how  you  arrived  at  your  ratio  of  20.2  ?  A.  Yes,  sir. 
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I  have  a  payroll  for  Duquesne  of  $8,623,061.  I  used  a 
revenue  of  $42,525,000. 

Q.  Equitable  Gas?  A.  Equitable  Gas  I  used  a  pay¬ 
roll  of  $2,220,776  and  for  Pittsburgh  and  "West  Virginia  1 
used  a  payroll  of  $942,316.  I  used  a  revenue  of  $15,633,000 
because  there  is  intercompany  sales.  If  I  had  used  the  sales 
in  each  case,  I  would  have  had  [2330]  much  lower  ratios, 
which  I  did  not  consider  would  be  appropriate. 

Q.  You  used  the  $15,633,000  revenue  for  both  Equitable 
and  Pittsburgh  and  West  Virginia?  A.  Yes.  I  put  the 
two  together. 

Q.  That  revenue  figure  that  you  gave  us,  does  it  repre¬ 
sent  gross  revenue?  A.  Yes. 

Q.  Or  gross  operating  revenue?  A.  It  is  gross  oper¬ 
ating  revenue.  I  obtained  it  from  page  27  of  the  1946 
annual  report  of  Philadelphia  Company. 

Q.  That  does  not  include  any  of  the  revenue  of  Ken¬ 
tucky-West  Virginia  Gas  Company,  does  it?  A.  No,  sir; 
nor  does  it  include  any  of  the  payroll. 

Q.  In  using  the  sixteen  companies  for  the  purpose  of 
comparison,  on  what  basis  did  you  find  Alabama  Power 
comparable  to  Duquesne?  A.  Namely  in  size.  It  is  a 
substantial  property  with  about  $150,000,000  of  properties, 
as  I  remember  it.  I  haven’t  the  revenue  figures  here  but 
its  revenue  figures  compares  substantially  with  Duquesne. 
I  did  not  consider,  for  instance,  Alabama  Power  as  being 
an  exact  comparison  with  Duquesne;  of  course,  there  is  a 
wide  disparity  in  the  operating  ratios. 

Q.  Is  there  any  difference  in  the  labor  market  in  the 
area  served  by  Alabama  Power  Company  and  that  served 
by  Duquesne?  A.  Yes,  there  is  a  difference. 

[2331]  Q.  What  is  the  difference,  sir?  A.  The  labor 
rates  are  somewhat  less  in  Alabama  than  they  are  in  Pitts¬ 
burgh. 
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Q.  Any  difference  in  the  type  of  area  served?  A. 
Yes;  the  Alabama  Power  Company  serves  a  wide  area 
throughout  the  State  of  Alabama.  It  serves  in  fact  prac¬ 
tically  the  entire  state  with  the  exception  of  the  northern 
tier  of  counties. 

Q.  Whereas  Duquesne  serves  what  type  of  area?  A. 
Duquesne  serves  what  we  term  a  compact  area  in  and  about 
Pittsburgh.  I  might  also  state  that  the  Alabama  Power 
Company  has  some  coal  mining  operations  which  are  in  a 
separate  company,  but  it  is  possible  that  the  payroll  might 
be  included  and  might  be  the  answer  as  to  why  their  ratio 
is  27  per  cent,  which  is  larger  than  any  of  the  others. 

Q.  In  arriving  at  a  ratio  of  27  per  cent  for  Alabama 
Power,  what  payroll  and  what  revenue  figures  did  you  con¬ 
sider?  A.  I  used  the  figures  shown  in  their  annual  re¬ 
port  to  stockholders  for  1945. 

Q.  What  are  those  figures,  Mr.  Hartt?  A.  I  don’t 
have  them  here.  I  can  give  them  to  you.  They  are  over 
in  the  hotel. 

Q.  You  said  that  you  found  roughly  $150,000,000  of 
property  in  the  Alabama  Power?  A.  Well,  that  is  my 
recollection  of  it.  I  happen  to  be  [2332]  doing  work  for 
the  company  right  now  and  I  have  about  25  men  down  there, 
I  guess — 20. 

Q.  What  portion  of  that  $150,000,000  of  property  repre¬ 
sents  electric  properties?  A.  A  very  substantial  portion. 

Q.  On  a  comparative  basis,  what  is  the  size  of 
the  Duquesne  Electric  property  in  dollar  value?  A. 
Duquesne  has  $185,000,000. 

Q.  When  you  give  us  the  property  figures  for  Duquesne, 
are  you  giving  us  gross  or  net?  A.  I  am  giving  yon 
gross  as  I  gave  you  for  Alabama.  I  am  giving  you  Alabama 
from  memory.  I  believe  it  is  a  little  over  $150,000,000.  But 
it  is  in  round  figures  that  amount. 
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Q.  How  many  employees  are  on  the  payroll  of 
Duquesne?  A.  There  are  3973  employees  on  the  pay¬ 
roll  of  Duquesne  at  June  30, 1947,  and  that  does  not  include 
any  of  the  general  departmental  employees. 

Q.  And  if  you  included  the  general  departmental  em¬ 
ployees,  what  would  your  total  be?  A.  There  are  1206 
general  departmental  employees  who  do  work  for  all  of  the 
various  companies  and  in  testing  the  group  I  assigned  them 
in  proportion  to  the  charges  that  were  made  for  last  year 
and  I  didn’t  do  it  on  a  basis  of  Duquesne  separate  from  the 
gas  group ;  I  did  it  for  the  whole  group  and  I  obtained  1058 
employees  for  Duquesne,  the  Equitable  Gas  and  Pittsburgh 
[2333]  and  West  Virginia  Gas. 

I  appreciate  that  is  an  approximation,  but  it  is  as  near 
as  can  be  obtained,  because  there  are  men  that  work  for 
two  and  three  and  four  companies. 

Q.  Under  the  theory  of  segregation  that  has  been  ad¬ 
vanced  for  the  purpose  of  this  case,  how  many  employees 
will  Duquesne  have  in  segregation?  A.  According  to 
Schedule  I  of  Exhibit  P-65-1,  there  will  be  1015. 

Q.  That  is,  1015  of  the  general  departmental  employees? 
A.  That  is  right. 

Q.  What  would  he  the  total  number  of  employees  in 
Duquesne  under  segregation  as  you  visualize  it?  A. 
Eoughly,  5000. 

Q.  Mr.  Coffman  gave  me  a  figure  of  4967,  which  is  a 
pretty  close  approximation  of  yours.  A.  I  have  4988. 

Q.  That  is  inclusive  of  Allegheny  County  Steam  Heat¬ 
ing  employees?  A.  Yes.  It  is  the  electric  group  as  set 
out  by  Mr.  Coffman. 

Q.  In  connection  with  your  operating  payroll  gross  rev¬ 
enue  figures  reflecting  Duquesne,  did  you  include  the  pay¬ 
roll  and  revenue  of  the  entire  group  or  is  that  Duquesne 


1508a  Testimony — Jay  Samuel  Eartt — Cross. 

alone?  A.  That  is  Duquesne  alone.  I  have  the  figures 
for  [2334]  Allegheny  County  Steam  Heating  if  you  wish 
them. 

Q.  Now,  what  would  be  the  total  number  of  employees 
of  Alabama  Power  Company?  A.  I  haven’t  those  figures 
here.  I  have  them  in  the  hotel  if  you  wish  them. 

Q.  Can  you  tell  us  the  number  of  customers  served  by 
Duquesne  and  by  Alabama  Power?  A.  I  can  get  that  in¬ 
formation  from  the  hotel.  I  didn’t  bring  it  over  here. 

Q.  Do  you  have  that  information  as  to  Duquesne  or  is 
that  also  at  the  hotel?  A.  The  total  number  of  what? 

Q.  Customers.  A.  I  have  that  here. 

At  the  end  of  1946,  there  were  373,761. 

Q.  Now,  if  I  am  going  to  ask  you  similar  questions  as 
to  number  of  employees  and  number  of  customers  and  dol¬ 
lars  of  property  of  the  other  companies  that  you  used  as  a 
basis  of  comparison,  will  it  be  necessary,  in  case  of  all  of 
those,  for  you  to  get  the  information  from  your  hotel  room? 
A.  Yes.  I  can  get  it  in  ten  minutes,  if  you  wish  it. 

Q.  Will  you  be  able  to  send  for  that?  A.  Surely. 

Q.  Will  you  please  do  so?  A.  Did  you  ask  for  prop¬ 
erty,  too  ? 

[2335]  Q.  That  is  right.  A.  I  didn’t  tabulate  on  my 
sheets  property.  If  you  wish  that,  I  would  have  to  get 
Moody’s  Manual  to  get  it  for  you. 

Q.  Now,  I  note  that  a  few  moments  ago,  when  I  asked 
you  the  number  of  employees  that  you  visualized  in  Du¬ 
quesne  in  segregation,  you  referred  to  Mr.  Coffman’s 
exhibits.  Have  you  made  any  independent  study  other 
than  that  made  by  Mr.  Coffman  with  regard  to  the  number 
of  employees  that  will  be  in  Duquesne  in  segregation? 
A.  Yes.  I  went  over  each  of  Mr.  Coffman’s  exhibits  with 
Mr.  Brown  at  the  start  of  my  investigation  and  then  Mr. 
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Stone  and  I  went  over  the  exhibits  again  with  the  depart¬ 
ment  heads  of  each  department  and  discussed  with  them  the 
number  of  employees  by  job  classifications  and,  as  I  have 
testified,  there  were  cases  where  we  had  ideas  that  were 
somewhat  different  than  Mr.  Coffman  that  about  balanced 
out  and  we  didn’t  make  any  adjustment  for  those,  hut 
there  were  two  or  three  cases  where  we  felt  that  his  number 
should  be  changed  and  we  produced  an  exhibit  which  has 
been  introduced  here  that  showed  here  our  idea  of  additions 
and  deductions  from  the  number  of  employees  set  out  by 
Mr.  Coffman. 

Mr.  Hackney:  That  is  Philadelphia  Exhibits  72  and  73, 
one  including  the  doctor  and  one  excluding  the  doctor? 

The  Witness:  Yes. 

By  Mr.  Guttmann: 

Q.  When  you  referred  a  moment  ago  to  job  classifica¬ 
tions  [2336]  you  mean  the  classifications  as  they  appear 
on  the  payroll?  A.  Classifications  as  they  appear  in 
Mr.  Coffman’s  tabulation,  which  I  understand  is  taken  from 
the  payroll. 

Q.  Pardon  me?  A.  I  say,  which  I  understand  is 
taken  from  the  payroll.  I  did  not  cheek  his  figures  back  to 
the  original  payroll.  I  assumed  those  were  properly  taken 
off. 

Q.  And  you  made  no  special  detailed  efficiency  study  in 
connection  with  your  preparation  in  this  case  to  determine 
whether  or  not  any  of  the  units  under  consideration  pres¬ 
ently  might  be  overstaffed  or  understaffed  or  whether  or 
not  there  could  be  a  reshuffling  of  work  load  to  any  extent, 
did  you?  A.  No,  for  this  reason:  I  considered  that  if 
there  was  an  understaffing  or  an  overstaffing,  and  it  was 
adjusted,  that  it  could  be  adjusted  either  with  or  without 
segregation,  and  the  results  would  offset  each  other. 
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Q.  Was  there  any  such  adjustment  made!  A.  I  made 
no  adjustment,  no,  sir. 

Q.  And  you  don ’t  know  of  any  that  Mr.  Coffman  made, 
do  you?  A.  No,  sir. 

Q.  Now,  is  it  not  a  fact  that  Alabama  Power  Company 
does  not  serve  Birmingham,  which  is  the  only  really  large 
city  in  the  state?  A.  That  is  right.  Its  largest  city  is 
the  capital  city  [2337]  of  the  state. 

Q.  And  Birmingham,  like  Pittsburgh,  is  a  steel  city,  is 
it  not?  A.  Yes,  sir. 

Q.  What  company  does  serve  Birmingham?  A.  It  is 
a  company  that  until  recently  was  in  the  Electric  Bond  and 
Share  group.  I  have  forgotten  the  exact  name  of  it.  It 
seems  to  me  it  was  Birmingham  Electric  Company. 

Q.  That  is  not  one  of  the  companies  in  your  comparative 
list?  A.  It  is  not. 

Q.  Did  you  ascertain  any  reasons  why  that  would  not 
be  a  properly  comparable  company  with  Duquesne?  A. 
No.  I  didn’t  consider  it.  This  list  that  I  made  up  was  merely 
a  list  that  Mr.  Baker,  who  has  assisted  me  in  the  work,  and 
I  made;  we  sat  down  together  and  considered  a  group  of 
names  of  companies  that  would  be  of  about  that  size  and  we 
made  a  listing.  We  did  not  make  a  search  of  all  of  the  com¬ 
panies  and  try  to  select  individual  companies  except  in  a 
very  general  way. 

Q.  You  took  these  sixteen  companies  out  of  how  many 
total  companies  considered?  A.  Out  of  what? 

Q.  How  many  total  companies  considered?  A.  Well, 
I  don’t  know  exactly  how  to  answer  you.  We  merely  sat 
down  and  made  a  list  of  names  of  companies  and,  of  [2338] 
course,  it  is  very  easy  to  have  a  company  not  come  to  mind, 
but  mentally  I  guess  we  covered  the  waterfront,  probably. 

Q.  Well,  this  represents  your  first  and  only  list,  actually, 
doesn’t  it?  A.  Yes. 
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Q.  And  is  not  representative  of  a  selection  on  any  pre¬ 
cise  basis  of  measurement?  A.  No.  We  did  this:  We 
made  a  list  of,  I  believe  it  was  25  companies,  and  out  of 
that  25  companies  we  selected  sixteen  that  seemed  to  be 
more  representative  than  the  others,  but  there  was  no 
attempt  to  hand  pick  the  companies,  if  that  is  what  you 
mean. 

The  Examiner:  Why  didn’t  you  include  the  Philadel¬ 
phia  Electric? 

The  Witness:  That  was  omitted  by  accident.  We  had 
it  on  our  original  list,  and  the  annual  report  to  stock¬ 
holders  of  the  Philadelphia  Electric  Company  does  not 
show  its  payroll,  so  that  when  we  went  back  to  confidential 
reports  from  insurance  companies,  through  just  mere  acci¬ 
dent,  the  Philadelphia  Electric  Company  was  left  out  of 
the  list. 

The  Examiner:  Well,  can  you  supply  the  Philadelphia 
Electric  figures? 

The  Witness:  Surely. 

By  Mr.  Guttmann: 

Q.  What  were  the  other  eight  companies  that  you  origi¬ 
nally  [2339]  had  on  your  list  and  that  were  eliminated? 
A.  Texas  Power  &  Light,  Southern  California  Edison, 
Pacific  Gas  &  Electric,  San  Diego  Gas  &  Electric,  Public 
Service  of  Colorado,  Connecticut  Light  &  Power,  Montana 
Power  Company,  Virginia  Electric  &  Power,  Brooklyn 
Union  Gas,  Louisville  Gas  &  Electric,  Indianapolis  Power 
&  Light,  Michigan  Consolidated  Gas,  Wisconsin  Electric 
Power,  Central  Hudson  Gas  &  Electric,  Dayton  Power  & 
Light,  Niagara  Hudson  Power  Corporation,  Kansas  City 
Power  &  Light,  Consumers  Power  Company,  Peoples  Gas, 
Light  &  Coke  Company,  Philadelphia  Gas  Works,  West 
Penn  Power  and  American  Gas  &  Electric  Company.  Of  a 
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good  many  of  those  there  was  information  that  we  weren’t 
able  to  get  to  fill  out  and  make  complete  figures  on  and 
some  of  them,  after  we  got  the  figures,  didn’t  appear  as 
if  they  would  be  especially  comparable  and  they  were 
merely  left  out. 

[2340]  Q.  So  that  your  initial  list  was  in  excess  of  25? 
A.  I  guess  it  was.  When  I  said  25,  we  sat  down  to  write 
25  names. 

Q.  On  what  basis  did  you  eliminate  Texas  Power  & 
Light?  A.  Texas  Power  &  Light,  as  I  recall  it  now, 
served  a  rather  wide  area.  It  was  a  long  ways  away  from 
Pittsburgh  and  operated,  we  thought,  under  different  con¬ 
ditions. 

Q.  How  does  it  compare  to  Alabama  Power?  A.  I 
think  Texas  Power  &  Light  probably  compares  more  nearly 
to  Alabama  than  it  does  to  Pittsburgh.  I  think  perhaps 
I  should  not  have  had  Alabama  in  my  list  here  except  that 
I  happened  to  be  more  familiar  with  that  company  and  I 
just  included  it,  although  I  knew  its  infirmities. 

Q.  What  did  you  find  to  be  the  ratio  of  operating  pay¬ 
roll  to  gross  revenues  of  Texas  Power  &  Light?  A.  I 
found  a  payroll  percentage  exclusive  of  charges  to  clearing 
accounts,  which  I  did  not  know  whether  they  eventually 
went  into  operation  or  construction,  of  15  per  cent.  That 
was  one  reason  I  felt  that  I  did  not  have  a  sound  figure. 

Q.  How  substantial  were  those  items  of  payroll  charges 
that  might  have  been  assignable  to  construction  expense? 
A.  They  varied  between  the  companies  quite  widely.  Some 
companies  had  very  substantial  charges  to  clearing  ac¬ 
counts.  For  instance,  I  remember  one  company,  its  direct 
charges  to  operations  only  amounted  to  8  per  cent  of  the 
revenue,  and  of  [2341]  course  that  clearly  is  impossible. 

Q.  How  about  Texas  Power  &  Light  specifically?  A. 
I  don’t  have  the  amount  that  was  charged  to  the  clearing 


Testimony — Jay  Samuel  Eartt — Cross.  1513a 

accounts.  Mr.  Baker  took  the  figures  off  and  I  didn’t  ask 
him  to  copy  those  figures,  so  I  don’t  have  the  exact  figures. 

Q.  Do  you  recall  whether  or  not  it  was  substantial? 
A.  I  think  Mr.  Baker  can  probably  answer  you  better  than 
I.  Do  you  remember,  Mr.  Baker? 

Mr.  Baker:  No,  I  do  not. 

By  Mr.  Guttmann: 

Q.  On  what  basis  did  you  eliminate  Southern  California 
Edison?  A.  Merely  because  it  is  a  very  substantial  dis¬ 
tance  from  Pittsburgh  and  operates  under  different  condi¬ 
tions. 

Q.  Was  it  the  distance  from  Pittsburgh  that  was  your 
guide  in  eliminating  Texas  Power  &  Light?  A.  Well,  I 
tried  to  get  a  group  of  companies  that  was  at  least  some¬ 
what  comparable  with  the  Pittsburgh  conditions,  and  I  felt, 
for  instance,  that  these  West  Coast  companies  and  com¬ 
panies  down  in  Texas  would  probably  be  not  especially 
comparable.  I  got  the  figures  on  many  of  them  where  I 
could  get  them,  and  I  tried  to  get  a  group  that  more  nearly 
served  in  a  compact  area. 

Q.  Where  does  Houston  Light  &  Power  serve? 
[2342]  A.  That  serves  the  City  of  Houston  and  immedi¬ 
ately  around  Houston,  and  I  left  that  in  because  it  was  what 
we  call  a  one-city  operation. 

Q.  Is  it  not  a  fact  that  generally  in  comparability 
studies  Southern  California  Edison  is  employed  as  one  of 
the  comparable  companies?  A.  It  is  a  large  company 
so  that  it  would  compare  in  so  far  as  size  is  concerned.  Its 
labor  conditions  are  somewhat  different  than  Pittsburgh’s. 
Many  people  include  it.  It  has  an  operating  payroll  ex¬ 
clusive  of  charges  to  clearing  accounts  of  18  per  cent.  It 
is  not  far  from  the  figures  of  Pittsburgh  in  that  respect. 

The  Examiner:  What  was  that  ratio  of  the  275  com¬ 
panies  as  found  by  the  Federal  Power? 
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The  Witness:  On  the  275,  I  don’t  have  that  with  me. 
They  had  97  employees  per  million  dollars  of  revenue.  That 
is  the  only  figure  that  I  have  here  with  me  in  connection 
with  those  companies. 

By  Mr.  Guttmann: 

Q.  Do  you  now  have  before  you  the  information  pre¬ 
viously  requested  as  to  number  of  employees  of  Alabama 
Power  Company?  A.  Yes.  3,239. 

Q.  And  the  number  of  customers  ?  A.  It  has  201,236, 
and  it  has  revenues  of  $32,335,000. 

Q.  Payroll?  [2343]  A.  $S, 679, 000. 

Q.  Let  us  take  the  next,  Boston  Edison  Company,  which 
voit  included  in  your  comparable  group  of  companies.  What 
wak  the  basis  of  comparability  you  considered  as  a  rela¬ 
tionship  between  Boston  Edison  and  Duquesne?  A. 
Boston  Edison  was  about  the  same  size  in  so  far  as  revenue 
was  concerned.  It  served  principally  one  big  community. 
It  has  substantially  all  electric  customers,  however,  so  that 
it  is  not  directly  comparable.  Out  of  the  410,373  customers 
there  are  only  596  that  are  other  than  electric.  As  I  re¬ 
member  it,  they  are  heating  customers.  Its  revenue  is 
$46,779,000. 

Q.  Payroll?  A.  Payroll  is  $7,862,000;  employees  are 
2956. 

Q.  What  ratio  did  you  find  to  exist  between  operating 
payroll  and  gross  revenues  for  Boston  Edison?  A.  17 
per  cent. 

Q.  By  the  way,  is  Alabama  Power  using  any  hydro 
electric  for  generating?  A.  Yes,  it  has  a  number  of 
hydro  plants.  That  is  another  point  in  the  operation  of 
the  company  that  is  dissimilar  to  Pittsburgh. 

Q.  How  about  Boston  Edison?  Is  there  any  hydro 
there?  A.  I  don’t  know,  but  I  don’t  believe  so. 
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Q.  Let  us  consider  next  Cincinnati  Gas  &  Electric  Com¬ 
pany,  if  you  will,  sir.  On  what  basis  did  you  determine 
[2344]  any  comparability  between  that  company  and 
Duquesne  ?  A.  Cincinnati  had  both  gas  and  electric  ser¬ 
vice.  It  was  a  company  in  which  the  number  of  customers 
are  almost  equally  divided.  That  is,  there  are  243,000  elec¬ 
tric  customers  and  229,000  gas  customers.  It  has  revenues 
of  $33,057,000  and  employees,  3322.  Its  operating  payroll 
was  $5,916,000.  Its  ratio  was  18  per  cent. 

Q.  That  $33,057,000  figures  that  you  gave  us  for  rev¬ 
enues  represents  both  gas  and  electric  combined,  does  it? 
A.  Yes.  It  is  $24,146,000  of  gas  and  $8,766,000  of  electric. 
Then  there  is  $144,000  of  other  revenue. 

Q.  Cincinnati,  does  it  use  any  hydro  power?  A.  I 
don’t  remember.  I  don’t  think  so.  That  is,  none  of  any 
consequence.  They  may  have  a  small  plant  or  two. 

Q.  Any  manufactured  gas  in  the  gas  section?  A.  I 
will  have  to  answer  you  from  recollection.  It  seems  to  me 
as  if  there  is  now  mixed  gas  served  in  Cincinnati. 

The  Examiner:  Coke  oven  gas  from  Middletown,  Ohio? 

The  Witness:  I  think  that  is  right. 

By  Mr.  Guttmann: 

Q.  Whereas  as  Equitable  and  Pittsburgh  &  West  Vir¬ 
ginia  are  all  natural  gas  operation,  are  they  not?  A. 
That  is  right. 

Q.  Let  us  consider  next  Cleveland  Electric  Illuminating 
Company.  What  is  the  basis  of  comparability  that  you 
assume  to  [2345]  exist  between  this  and  the  Pittsburgh 
companies?  A.  The  main  basis  is  that  it  serves  sub¬ 
stantially  one  large  community.  It  has  revenues  that  are 
about  approximate  to  the  Philadelphia  group  of  $45,137,000. 

Q.  Payrolls?  A.  Its  payroll  is  $9,100,000. 
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Q.  Number  of  employees?  A.  3,442.  Its  ratio  is  20 
per  cent,  which  is  the  same  as  the  Philadelphia  group. 

Q.  Does  Cleveland  Electric  Illuminating  Company  have 
any  hydro  generation?  A.  I  don’t  know. 

Q.  How  many  customers  does  that  company  have,  sir? 
A.  362,000. 

Q.  When  we  were  considering  Alabama  Power,  you 
estimated  the  dollar  value  of  property  at  some  $150,000,000. 
A.  That  is  my  recollection  of  it,  yes. 

Q.  Do  you  have  any  similar  recollection  of  the  property 
value  of  Boston  Edison?  A.  No.  I  can  furnish  yon  all 
those  from  Moody’s  after  lunch  if  you  wish.  I  didn’t  tabu¬ 
late  them,  so  I  don’t  remember. 

Q.  Your  answer  would  be  the  same  on  property  value 
as  to  any  of  these  companies  in  the  comparable  group? 
A.  All  the  rest  of  them. 

Q.  Commonwealth  Edison  is  the  next  company  that  you 
[2346]  listed  in  your  comparative  group.  There  you  used 
1946  figures.  What  there  did  you  find  as  the  basis  of  com¬ 
parability  between  Commonwealth  Edison  and  the  Phila¬ 
delphia  Company  group?  A.  Commonwealth  Edison 
serves  the  City  of  Chicago  and  its  subsidiaries  serve  other 
parts  of  Illinois  around  Chicago.  It  has  steel  operations 
and  sells  a  substantial  amount  of  power  to  the  steel  com¬ 
panies.  It  is  larger  than  the  Philadelphia  Company  group. 

Q.  How  much  larger  would  you  say?  A.  Common¬ 
wealth  Edison  has  a  property  account  of  $800,000,000  plus. 
That  is  the  Edison  Company  and  subs.  The  Edison  itself  is 
in  the  order  of  $600,000,000,  as  I  remember  it. 

Q.  What  revenues  did  you  consider  and  what  payroll  so 
far  as  Commonwealth  Edison  is  concerned?  A.  I  haven’t 
those  figures  over  here  with  me.  They  were  in  some  work¬ 
ing  papers  that  I  had  in  connection  with  that  company, 


Testimony — Jay  Samuel  Hartt — Cross.  1517a 

work  that  I  am  doing  for  the  company.  I  can  furnish  them 
for  you. 

Q.  Did  you  use  consolidated  or  corporate  figures  with 
regard  to  Commonwealth  Edison?  A.  Well,  in  so  far 
as  payroll  is  concerned,  I  used  the  total  payroll  with  the 
exception  of  the  payroll  that  was  charged  to  clearing  ac¬ 
counts.  As  I  remember  it,  there  was  about  a  million  dollars 
charged  to  clearing  accounts  that  might  be  either  operation 
or  construction. 

[2347]  Q.  How  about  revenues?  A.  I  used  consoli¬ 
dated  revenues. 

Q.  And  what  ratio  do  you  find  for  Commonwealth 
Edison  to  exist  between  operating  payroll  and  gross  rev¬ 
enues?  A.  24  per  cent. 

Q.  Commonwealth  Edison  has  no  hydro  power?  A. 
No,  it  has  all  steam. 

Q.  The  number  of  customers  of  Commonwealth  Edison, 
do  you  know  them  offhand?  A.  No,  I  don’t. 

Q.  Considering  next  Consolidated  Edison  of  New  York, 
sir,  on  what  basis  did  you  consider  the  comparability  of 
that  company  with  the  Pittsburgh  company?  A.  Its 
main  point  of  comparability  is  that  it  serves  one  compact 
area  and  it  serves  both  gas  and  electric. 

Q.  Area  of  a  somewhat  different  size,  is  it  not?  A. 
Yes,  it  is  larger.  None  of  these  companies  fit  the  Pitts¬ 
burgh  company  exactly.  In  making  the  judgment  of  com¬ 
panies  one  must  take  into  account  in  every  particular 
company  there  is  something  different  than  in  another 
company. 

Q.  What  did  you  consider  the  operating  payroll  of  Con¬ 
solidated  Edison  of  New  York  to  be?  A.  The  payroll 
was  $71,646,000. 

Q.  Revenues?  A.  $297,792,000. 
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[234S]  Q.  And  the  ratio?  A.  24  per  cent. 

Q.  Number  of  customers?  A.  3,313,000,  about  two- 
thirds  electric  and  one-third  gas. 

Q.  Number  of  employees?  A.  25,967. 

Q.  What  part  of  Consolidated  Edison  of  New  York 
generation  is  hydro  ?  A.  As  far  as  I  know  there  is  none. 

Q.  Does  it  not  purchase —  A.  It  purchases  some 
power  and  that  might  be  hydro,  but  in  so  far  as  actual 
generation  of  its  own  is  concerned,  it  doesn’t  have  any 
hydro. 

Q.  And  it  purchases  rather  sizable  blocks  of  power  that 
are  hydro,  does  it  not?  A.  Yes,  sir. 

Q.  Is  Consolidated  Edison’s  gas  manufactured  or  nat¬ 
ural  gas?  A.  Manufactured. 

Q.  All  manufactured?  A.  Yes,  sir. 

Q.  Turning  next,  if  you  will,  to  Consolidated  Gas  & 
Electric  Light  Company  of  Baltimore,  what  was  the  basis 
of  comparability  that  you  assumed  to  exist  between  that 
company  and  [2349]  the  Pittsburgh  Company?  A. 
Mainly  that  it  served  principally  in  one  area,  a  large  com¬ 
munity,  and  that  it  was  gas  and  electric,  and  slightly  larger 
than  Pittsburgh.  It  had  $54,791,000  revenue,  of  which 
$41,000, 000  is  electric,  $12,000,000  is  gas,  and  there  is  a 
million  dollars  of  other. 

Q.  Operating  payroll?  A.  Its  operating  payroll  is 
$11,279,000. 

Q.  And  the  ratio  ?  A.  It  has  5,461  employees  and  its 
ratio  is  21  per  cent. 

Now,  Consolidated  Gas  of  Baltimore  owns  a  two-third 
interest  in  a  very  large  hydro  development,  so  that  it  buys 
a  very  substantial  amount  of  its  power.  If  it  had  steam 
generating  plants  to  generate  all  of  the  power  it  used  its 
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operating  ratio  and  its  number  of  employees  would  be  very 
materially  higher  than  I  have  shown. 

Q.  Is  that  a  natural  gas  operation  in  Baltimore  or  is 
that  manufactured,  or  mixed?  A.  It  is  manufactured 
gas,  and  there  again  they  buy  gas. 

Q.  What  kind  of  gas  do  they  buy,  natural  or —  A. 

No,  they  buy  coke  oven  gas. 

Q.  How  many  customers  does  Baltimore  company  have? 
A.  599,000,  of  which  325,000  are  electric. 

Q.  Incidentally,  does  not  Duquesne  purchase  some  hydro 
power?  [2350]  A.  As  I  recall  it  it  purchases  very  small 
amounts  of  power  and  I  don’t  know  of  any  that  is  hydro. 

Q.  Does  it  have  any  interchange  agreement  with  regard 
to  hydro  power?  A.  They  have  interconnections  with 
other  companies. 

Q.  Involving  hydro?  A.  I  don’t  know  whether  it  is 
hydro  or  not.  I  think  Mr.  Fleger  could  give  you  a  correct 
answer. 

Mr.  Fleger:  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Fleger:  The  amount  of  power  purchased  or  ob¬ 
tained  by  Duquesne  Light  Company  from  other  companies 
which  is  generated  by  hydroelectric  means  is  insignificant 
and,  furthermore,  it  is  obtained  by  Duquesne  Light  Com¬ 
pany  pursuant  to  an  interchange  agreement  with  the  West 
Penn  Power  Company  under  the  terms  of  which  the  power 
interchanged  between  that  company  and  Duquesne  Light 
Company  is  balanced  out. 

Mr.  Guttmann:  Thank  you. 

The  Examiner:  We  will  take  a  recess  for  five  minutes. 

(Short  recess.) 
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By  Mr.  Guttmann: 

Q.  Xow,  will  you  consider  next,  Mr.  Hartt,  the  Detroit 
Edison  Company,  and  tell  us  the  basis  of  comparability  you 
ascribe  to  that  company  in  connection  with  the  Philadelphia 
Company  group?  [2351]  A.  Detroit  Edison  was  in¬ 
cluded  principally  because  it  serves  substantially  in  one 
area.  It  doesn’t  serve  steel  mills;  it  serves  mainly  auto¬ 
mobile  manufacturing  and  associated  industries.  It  is 
substantially  all  electric,  although  it  has  a  small  amount 
of  gas,  I  would  say  inconsequential  to  total.  It  is  larger 
than  Duquesne  and  has  substantially  all  steam  power  gen¬ 
eration,  although  there  is  a  small  amount  of  hydro. 

Q.  What  did  you  find  to  be  its  operating  payroll  and 
gross  revenues?  A.  Its  revenues  are  $85,177,000,  of 
which  $82,000,000  plus  is  electric ;  it  has  805,000  customers, 
7,682  employees  and  a  payroll  of  $22,325,000.  Its  ratio  of 
payroll  to  revenue  is  26  per  cent. 

Q.  Its  gas  operation,  is  that  manufactured  or  natural 
gas?  A.  The  last  I  knew  it  was  manufactured  gas. 
There  is  natural  gas  into  Detroit  and  this  gas  operation 
is  in  some  of  the  small  towns  surrounding  Detroit  and 
whether  it  has  been  brought  over  there  or  not  I  am  not 
certain. 

[2352]  Q.  What  is  the  basis  of  comparability  that  you 
ascribe  to  Houston  Light  &  Power?  A.  It  serves  a  one- 
town  area.  It  is  not  especially  comparable. 

The  Examiner:  It  is  a  minor  league  city,  isn’t  it? 

The  Witness:  It  is  a  Texas  league  city. 

By  Mr.  Guttmann: 

Q.  What  did  you  find  as  its  operating  payroll  and  its 
gross  revenues?  A.  Its  revenues  are  $20,811,000.  It 
has  204,446  electric  customers.  Payroll  is  $4,180,000.  Its 
ratio  of  payroll  to  revenue  is  21  per  cent.  Its  generation  is 
all  steam. 
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Q.  How  many  employees  does  it  have?  A.  1,744. 

Q.  Incidentally,  when  you  used  an  operating  payroll 
figure  for  Duquesne,  did  you  include  therein  general  officers  ’ 
payroll?  A.  Yes,  I  included  their  entire  payroll. 

Q.  Do  you  know  whether  the  payrolls  that  you  have 
used  in  connection  with  these  other  so-called  comparable 
companies  likewise  include  general  officers’  payroll?  A. 
I  am  certain  they  do. 

Q.  In  every  instance?  A.  I  believe  so. 

Q.  You  made  no  check  to  ascertain  that?  [2353] 
A.  I  haven’t  looked  at  the  books  of  any  of  these  companies. 

Q.  From  what  source  did  you  obtain  your  payrolls? 
A.  From  annual  reports  to  stockholders  in  some  cases;  in 
some  cases  from  confidential  reports  to  insurance  com¬ 
panies. 

Q.  In  what  detail  are  the  confidential  reports  that  are 
submitted  to  insurance  companies?  A.  They  show  three 
figures  on  payroll  and  they  show  the  direct  charges  to  con¬ 
struction,  and  the  charges  to  clearing  accounts.  The  rev¬ 
enues,  of  course,  and  other  information  are  broken  down 
between  classes  of  customers.  The  report  is  about  a  six 
or  seven-page  report. 

Q.  Do  those  reports  show  general  and  administrative 
expenses  as  separate  items?  A.  No. 

Q.  With  regard  to  those  items  that  you  obtained  from 
reports  to  stockholders,  did  those  reports  show  administra¬ 
tive  and  general  expenses  as  separate  items?  A.  No, 
sir.  That  is  the  general  practice.  This  might  be  an  indi¬ 
vidual  one. 

Q.  So  that  the  sense  in  which  you  used  operating  payroll 
is  that  of  total  payroll?  A.  Yes,  sir.  That  is,  total  oper¬ 
ating  payroll,  not  construction  payroll 

Q.  In  that  connection,  what  examination  did  you  mnlro 
of  [2354]  any  of  these  companies  to  ascertain  whether 
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or  not  in  practice  certain  of  the  payroll  charges  to  mainte¬ 
nance  would  more  properly  be  reflected  in  capital  account? 
A.  I  made  no  investigation.  I  assumed  that  each  of  the 
companies  kept  their  books  in  accordance  with  the  classifi¬ 
cation  of  accounts  promulgated  by  the  Federal  Power 
Commission  and  as  adjusted  by  the  various  states,  but  to  all 
intents  and  purposes,  the  states  use  substantially  the  same 
form. 

Q.  Isn’t  it  a  fact,  Mr.  Hartt,  very  generally  the  reports 
to  stockholders  will  vary  in  form  from  the  reports  filed 
with  regulatory  agencies  pursuant  to  Uniform  Classifica¬ 
tions  of  Accounts?  A.  Well,  they  vary  in  so  far  as  the 
display  of  their  operating  expenses  are  concerned.  They 
group  their  operating  expenses  generally  in  the  order  of 
purchased  power,  purchased  gas,  other  operating  expenses, 
depreciation,  taxes,  total  operating  expenses. 

Q.  Did  you  make  any  check  to  ascertain  whether  oper¬ 
ating  payroll  as  reflected  in  the  annual  report  to  stock¬ 
holders  for  any  of  these  companies  was  identical  with  the 
operating  payroll  reflected  in  the  reports  filed  with  the 
Federal  Power  Commission  by  these  companies?  A.  No, 
I  did  not  make  a  check  between  the  two  reports.  As  I  re¬ 
member,  the  Federal  Power  Commission  reports,  however, 
they  show  total  payroll  including  construction  payroll,  and 
you  [2355]  would  not  have  a  purely  operating  payroll. 

Q.  They  do  show  a  breakdown,  however,  do  they  not, 
of  the  amount  of  payroll  attributable  to  construction  pay¬ 
roll?  A.  I  don’t  recall  for  sure  whether  they  do  or  not. 

Q.  Would  you  say  that  the  annual  reports  of  Phila¬ 
delphia  Company  and  subsidiaries  to  stockholders  would 
be  typical  of  the  other  annual  reports  that  you  considered 
of  the  other  companies  in  the  so-called  comparable  group? 
A.  I  think  the  report  of  the  Philadelphia  Company  is  some¬ 
what  different  than  the  run-of-mine  reports  of  the  other 
companies  because  most  of  them  cover  only  one  company, 
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■whereas  the  Philadelphia  Company  covers  a  group  of  com¬ 
panies,  and  in  order  to  make  the  report  not  too  volnminons 
the  statistical  information  that  is  contained  in  most  oper¬ 
ating  reports  is  not  shown  in  the  Philadelphia  Company 
report. 

Q.  As  to  Ohio  Edison  Company,  Mr.  Hartt,  what  basis 
of  comparability  did  you  employ  there?  A.  Ohio  Edison 
Company  serves  in  an  adjoining  state.  At  least  that  was 
my  principal  reason  for  including  it.  I  wanted  to  get  a 
company  or  a  number  of  companies  that  were  somewhere 
near  Pittsburgh,  within  the  territory  limits.  I  don’t  think 
there  is  any  especial  comparability  except  as  to  size.  It  is 
smaller  than  the  Duquesne  Company. 

Q.  What  did  you  find  to  be  the  operating  payroll  and 
gross  revenues  of  Ohio  Edison?  [2356]  A.  The  gross 
revenue  of  Ohio  Edison  was  $29,923,000.  Its  customers 
were  223,774.  Employees  were  2037.  Its  payroll  was 
$5,963,645,  which  ratio  of  payroll  to  revenue  was  20  per 
cent. 

Q.  Is  that  both  electric  and  gas?  A.  No,  there  is  no 
gas.  It  has  $864,000  of  other  revenue  which  I  believe  is 
steam. 

Q.  Its  electric  generation  is  steam  or  hydro  or  both? 
A.  I  believe  it  is  all  steam. 

Q.  Where  you  have  employed  a  gross  revenue  figure  in 
regard  to  any  or  all  of  these  companies,  have  you  excluded 
non-operating  revenues?  A.  Let  me  ask  Mr.  Baker :  Did 
you  include  non-operating  figures  in  the  figures  you  took 
out  of  Moody’s? 

Mr.  Baker:  I  think  in  most  instances  non-operating  is 
included  in  these  revenues. 

The  Witness:  Non-operating  revenue  is  included,  Mr. 
Baker  informs  me.  In  a  few  instances  it  may  not  be.  In 
Duquesne  we  used  operating  revenues  only. 
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By  Mr.  Guttmann: 

Q.  How  about  Equitable  Gas  and  Pittsburgh  and  West 
Virginia?  A.  Same  thing. 

Q.  How  much  of  the  Boston  Edison  gross  revenue  figure 
represents  non-operating  revenue?  A.  I  haven’t  the 
figures  with  me  to  tell  you. 

[2357]  Q.  If  I  asked  you  the  same  question  as  to  any 
of  the  so-called  comparable  companies,  your  answer  would 
be  the  same,  you  do  not  have  the  figures?  A.  Yes,  sir. 

Q.  Let  us  consider  next  Oklahoma  Gas  &  Electric  Com¬ 
pany.  What  is  your  basis  of  comparability  in  connection 
with  that  company?  A.  Oklahoma  Gas  &  Electric  Com¬ 
pany  is  not  especially  comparable  with  Duquesne,  I  believe. 
It  is  a  company  that  is  all  electric.  It  happened  to  be  a  com¬ 
pany  in  the  Standard  Gas  System.  I  think  I  selected  it 
more  for  that  reason  than  anything  else.  It  has  revenues 
of  $17,895,000.  It  has  190,920  electric  customers;  1,323 
employees;  payroll  of  $3,544,000  and  a  ratio  of  payroll  to 
revenue  of  20  per  cent. 

Q.  In  view  of  the  fact  that  you  stated  the  only  basis 
for  the  inclusion  of  Oklahoma  Gas  &  Electric  Company  is 
because  it  is  part  of  the  Standard  System,  I  now  ask  you 
why  you  didn’t  also  include  Wisconsin?  A.  For  no 
particular  reason. 

Q.  How  do  you  account  for  the  fact  that  you  eliminated 
Texas  Power  &  Light  because  of  geographical  distance 
and  yet  included  Oklahoma  Gas  &  Electric?  A.  I  don’t 
think  there  is  any  significance  to  it  one  way  or  the  other. 
I  have  made  up  a  list  here  that  Mr.  Baker  and  I  sat  down 
and  we  wrote  out  a  group  of  names  and  then  they  were 
[2358]  sort  of  boiled  down  to  a  smaller  number,  and  I  think 
that  the  tabulation  would  be  more  comparable  probably  if 
I  left  out  a  number  of  the  sixteen  that  I  have.  I  don’t  think 
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it  would  change  my  views  in  any  way,  because  in  each  of 
them,  I  realized  that  there  were  differences  in  companies. 

Q.  Is  it  not  also  true  that  had  you  used  a  larger  sampling 
you  might  have  had  a  more  comparable  picture  to  show, 
with  a  somewhat  different  result?  A.  Naturally  you 
would  get  some  different  results.  I  don’t  think  the  result 
would  be  materially  different  if  I  used  a  larger  sample 
or  a  smaller  sample. 

Q.  You  didn’t  check  as  against  any  larger  sampling, 
though,  did  you?  A.  No,  I  did  not. 

Q.  What  is  the  nature —  A.  I  don’t  think  an  over¬ 
all  average  is  especially  significant.  I  think  that,  consider¬ 
ing  a  matter  of  this  kind,  you  have  got  to  take  each 
individual  company  and  sort  of  consider  that  company  as 
compared  to  the  Philadelphia  Company  situation  rather 
than  add  them  all  together.  I  don’t  think  your  average  is 
the  significant  figure. 

Q.  In  other  words,  you  are  saying  that  the  average  of 
22  per  cent,  the  arithmetic  average  that  you  stated  before, 
is  not  of  great  significance  in  your  opinion?  A.  No.  I 
think  you  have  got  to  consider  each  individual  [2359]  com¬ 
pany  in  forming  a  judgment. 

Q.  What  was  the  purpose  of  your  having  computed  an 
arithmetic  average  and  stating  it  in  the  record  here?  A. 
I  gave  you  the  limits  and  I  gave  you — I  gave  you  the  lowest, 
I  gave  you  the  highest,  I  gave  you  the  arithmetical  average, 
and  it  was  merely  to  give  you  the  information  in  a  sum¬ 
mary  form. 

Q.  Without  any  particular  significance  attached  to  that? 
A.  To  the  average,  that  is  right. 

Q.  What  is  the  nature  of  the  electric  generation  of  Okla¬ 
homa  Gas  &  Electric  Company?  A.  It  is  steam. 

Q.  And  you  say  that  is  purely  electric  operation?  A. 
Yes.  The  steam  plants  of  Oklahoma  are  gas  fired  and  the 
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plants  of  Duquesne  are  coal  fired  and,  of  course,  there  would 
not  be  less  employees  in  a  steam  plant  where  it  is  gas  fired 
than  where  there  is  coal  crushing  and  coal  handling  equip¬ 
ment  and  ash  handling  equipment. 

Q.  Was  there  any  significance  to  the  fact  that  you  didn’t 
use  California  Electric  Power  Company  in  your  study? 
A.  I  don’t  think  that  company  came  to  mind. 

Q.  It  is  also  a  member  of  the  Standard  family,  is  it  not? 
A.  No, — California  Oregon  Power  Company,  but  it  is  a 
much  smaller  company. 

Q.  Do  you  mean  that  California  Oregon  is  smaller  than 
[2360]  Oklahoma  Gas  &  Electric?  A.  Yes. 

Q.  And  Oklahoma  Gas  &  Electric  in  turn  is  a  lot  smaller 
than  Duquesne,  is  it  not  ?  A.  That  is  right. 

Q.  Now,  how  about  Pennsylvania  Power  &  Light?  What 
was  your  basis  of  comparability  in  connection  with  that 
company?  A.  It  is  a  gas  and  electric  operation  in  the 
same  state  as  Duquesne,  it  has  $51,909,000  of  revenue,  of 
which  $4S,5S2,000  is  electric,  $2,352,000  is  gas,  and  less  than 
a  million  of  other,  which  makes  it  a  company  of  roughly  the 
same  size,  although  it  doesn’t  serve  a  compact  area  the 
same  as  Duquesne.  It  has  433,000  electric  customers  and 
6S,000  gas  customers.  It  has  5657  employees,  and  operating 
payroll  of  $13,283,000  and  a  ratio  of  payroll  to  revenue  of 
26  per  cent. 

Q.  What  is  the  nature  of  its  electric  generation?  A. 
I  don’t  know. 

Q.  Does  it  sell  manufactured  or  natural  gas?  A. 
That  I  don’t  know. 

Q.  In  view  of  the  fact  that  you  have  included  Pennsyl¬ 
vania  Power  &  Light,  why  did  you  not  include  West  Penn 
Power  Company?  A.  For  no  particular  reason.  It  ap¬ 
parently  didn’t  come  to  mind  when  we  made  up  our  list  of 
companies. 
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Q.  Would  you  say  that  West  Penn  is  a  comparable  com¬ 
pany?  [2361]  A.  I  don’t  know  enough  about  the  opera¬ 
tions  of  West  Penn  to  make  a  good  comparison  for  you.  I 
can  give  you  somewhat  of  a  comparison  if  Mr.  Grice  will 
loan  me  my  book  that  he  has  in  front  of  him. 

Q.  In  other  words,  you  did  at  one  time  or  another  have 
West  Penn  Power  under  analysis?  A.  I  believe  so. 

Q.  But  you  have  no  present  recollection  of  it?  A. 
No,  sir. 

Q.  Now,  you  have  also  included  PEPCO,  Potomac  Elec¬ 
tric  Power  Company?  A.  Yes,  sir. 

Q.  What  is  the  significant  comparability  that  you  ascribe 
to  that  company?  A.  Only  that  it  serves  a  single  com¬ 
munity.  The  character  of  the  sales  of  electrical  energy  is  en¬ 
tirely  different  to  that  of  Duquesne  in  that  Potomac  Power 
serves  the  capital  city  of  Washington,  D.  C.,  and  there  are  no 
industries,  it  is  all  residential  and  commercial  business,  or 
a  very  large  part  of  it.  The  only  large  power  customer  that 
I  remember  is  it  sells  a  block  of  power  to  the  Pennsylvania 
Railroad. 

Q.  And  it  has  one  tremendously  large  customer  in  the 
United  States  Government,  does  it  not?  A.  Yes,  sir.  It 
has  revenues  of  $23,115,000,  which  is  all  electric,  231,590 
customers,  1764  employees,  and  operating  [2362]  payroll 
of  $4,622,000  and  a  ratio  of  payroll  to  revenue  of  20  per  cent. 

Q.  Now,  is  the  generation  of  PEPCO  hydro?  A.  It 
is  steam. 

Q.  All  steam?  A.  It  buys  or  exchanges,  I  believe, 
power  with  Consolidated  Gas,  Electric  Light  &  Power  Com¬ 
pany  of  Baltimore. 

Q.  Are  the  revenues  of  Braddock  Light  &  Power  in¬ 
cluded  in  the  revenue  figures  you  have  given  us  for  PEPCO  ? 
A.  I  will  have  to  ask  Mr.  Baker. 


(Discussion  off  the  record.) 
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A.  (Continuing)  It  is  so  small  that  I  don’t  think  it  would 
make  any  difference  in  the  total,  but  whether  it  is  included 
or  not,  I  am  not  sure. 

Q.  Do  you  know  the  size  of  the  revenues  of  Braddock 
that  you  call  small!  A.  I  don’t  recall  them  at  the 
moment. 

Q.  Do  you  know  whether  Braddock  sells  power  to 
PEPCO!  A.  I  am  not  sure. 

Q.  Xow,  the  revenues  of  PEPCO  are  influenced  to  some 
extent  by  the  sliding  scale  feature  as  it  pertains  to  rate 
regulation  in  the  District  of  Columbia,  isn’t  that  a  fact? 
A.  Potomac  Electric  Power  operates  under  a  service  at 
cost  arrangement.  However,  it  is  supervised  by  the  Public 
Utilities  Commission  of  the  District  of  Columbia. 

[2363]  Q.  And  its  rates  are  fixed  under  a  sliding  scale 
arrangement,  isn’t  that  so?  A.  Yes,  and  they  are  very 
low. 

Q.  And  that  does  have  a  direct  effect  upon  gross  rev¬ 
enues,  does  it  not?  A.  Yes. 

Q.  And  the  situation  is  not  comparable  in  that  respect 
to  that  of  Duquesne,  is  it?  A.  That  is  right. 

Q.  In  so  far  as  any  of  the  other  companies,  exclusive 
of  those  in  the  State  of  Pennsylvania,  which  are  included 
in  your  list  of  so-called  comparable  companies,  differences 
in  the  bases  of  regulation  and  in  the  basis  of  rate  fixing 
would  similarly  he  related  to  the  gross  revenues,  would 
they  not  ?  A.  They  would. 

Q.  And  to  that  extent  might  not  he  comparable  to  the 
Duquesne  situation?  A.  That  is  right. 

Q.  On  what  basis  do  you  ascribe  the  comparability  to 
Public  Service  Electric  &  Gas  Company?  A.  It  is  a  gas 
and  electric  operation  in  the  eastern  part  of  the  United 
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States.  It  has  $133,833,000  of  gross  revenues,  of  which 
$99, 000, 000-plus  is  electric;  it  has  1,020,000  electric  cus¬ 
tomers,  823,000  gas  customers;  it  has  11,090  employees,  a 
payroll  of  $28,513,000  and  a  ratio  of  payroll  to  revenue  of 
[2364]  21  per  cent. 

Q.  And  is  that  a  consolidated  group  of  figures  that  you 
have  given  us?  A.  Yes. 

0.  Now,  to  what  extent  are  non-operating  revenues  in¬ 
cluded  in  the  $133,833,000  of  revenues  that  you  have 
ascribed  to  that  operation?  A.  There  are  none  included, 
because  the  revenues  as  tabulated  show  only  electric  and 
gas. 

Q.  What  is  the  nature  of  electric  generation  employed 
by  that  company?  A.  Principally  steam.  I  think  there 
is  some  hydro,  but  I  don ’t  know  the  percentage  of  it. 

Q.  And  does  that  company  use  all  manufactured  gas? 
A.  Yes. 

Q.  And  in  general  is  it  true  that  the  payroll  expenses 
incidental  to  the  manufacture  of  gas  would  be  greater  than 
the  payroll  expenses  incidental  to  a  natural  gas  operation  ? 
A.  Well,  they  would  be  different.  The  gas  in  the  Pittsburgh 
group  of  properties — you  have  gas  that  is  purchased,  you 
have  gas  that  is  produced  from  storage  fields  where  the  gas 
is  pumped  in  and  pumped  out,  you  have  a  number  of  com¬ 
pressor  stations  to  transmit  the  gas  from  one  point  to 
another,  so  that  it  is  a  different  operation. 

Q.  What  would  you  describe  as  the  operation  of  Public 
[2365]  Service  Electric  &  Gas  manufacturing  of  gas? 
A.  Well,  I  don’t  know  enough  about  the  details  of  their 
system  to  give  you  a  clear  description  of  it.  I  don’t  know 
whether  it  purchases  a  substantial  amount  of  its  gas 
or  whether  it  manufactures  all  of  its  own  gas.  It  undoubt¬ 
edly  is  coke  oven  gas  of  some  kind  and  there  may  be  some 
water  gas  with  it. 
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Q.  And  there  would  be  a  comparable  employee  function 
in  Connection  with  the  manufacture  of  any  kind  of  gas,  isn’t 
that  so?  A.  I  don’t  understand  your  question. 

Q.  Comparable  to  that  that  you  described  in  connection 
with  the  operations  of  the  Pittsburgh  companies  in  con¬ 
nection  with  natural  gas.  There  would  be  other  func¬ 
tions -  A.  The  production  of  gas  by  the  Public  Serv¬ 

ice  is  different  than  that  in  the  Philadelphia  Company 
group. 

Q.  And  calls  for  a  greater  payroll  than  would  be  the 
case  if  natural  gas  were  employed  ?  A.  I  believe  that  is 
true.  However,  there  is  a  substantial  amount  of  payroll 
incidental  to  the  storage  fields  and  compressor  stations 
which  will  to  some  extent  offset  the  payroll  from  the  manu¬ 
factured  gas  and  just  what  the  ratio  is  would  require  a 
study  of  the  two  operations. 

Q.  Now,  in  deriving  your  ratios  for  the  companies,  why 
did  you  exclude  Kentucky  West  Virginia?  A.  For  no 
particular  reason.  I  had  the  figures  before  [2366]  me  of 
Pittsburgh  and  West  Virginia  and  Kentucky  and  West 
Virginia  and  those  are  the  companies  that  are  included  in 
the  reports  of  the  Philadelphia  Company  and  I  merely 
included  them  because  of  being  consistent  with  the  discus¬ 
sions  that  have  been  had  here. 

Mr.  Guttmann:  You  may  have  misspoken  in  that  answer. 
Would  you  like  to  have  it  read  back? 

(Record  read.) 

By  Mr.  Guttmann: 

Q.  You  didn’t  mean  that  you  included  the  Kentucky 
West  Virginia  figures,  did  you?  A.  No.  I  mean  that  I 
excluded  them  for  that  reason. 

Q.  And  what  would  be  the  ratio  between  payroll  and 
gross  revenues  of  Kentucky  West  Virginia?  A.  On  a 
corporate  basis? 
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Q.  That  is  right,  sir.  A.  I  haven’t  that  information 
with  me.  However,  I  have  it  so  that  I  could  furnish  it  from 
my  office,  or  I  can  obtain  it  from  the  company. 

Q.  The  annual  report  of  Philadelphia  Company  and 
subsidiaries  does  not  give  you  that  information?  A. 
No,  sir. 

Q.  Does  it  give  it  for  Duquesne,  for  Equitable  Gas  and 
for  Pittsburgh  and  "West  Virginia?  A.  No,  sir. 

[2367]  Q.  Now,  I  believe  the  next  company  you  gave 
us  was  Rochester  Gas  &  Electric?  A.  That  is  right. 

Q.  Will  you  tell  us,  please,  the  basis  of  comparability 
you  have  assumed  in  that  connection?  A.  The  main 
basis  was  that  it  was  a  gas  and  electric  operation  that  prin¬ 
cipally  served  in  a  compact  area.  It  is  smaller  than  Du¬ 
quesne,  having  $21,44S,000  of  revenue,  of  which  $14,000,000 
is  electric,  $6,000,000  is  gas  and  $1,000,000  is  other,  which  is 
principally  steam  heat.  It  has  146,760  electric  customers, 
120,787  gas  customers  and  289  heating  customers.  It  has 
2,091  employees,  and  operating  payroll  of  $4,572,000,  and 
a  ratio  of  payroll  to  revenue  of  21  per  cent. 

Q.  Does  it  generate  electricity  by  steam  or  hydro  or 
both?  A.  As  I  recall  it,  it  is  all  by  steam. 

Q.  And  its  gas,  is  it  manufactured  or  natural?  A. 
Manufactured. 

Q.  How  about  Union  Electric  Company  of  Missouri? 

Mr.  Hackney:  Have  you  finished  your  answer? 

Mr.  Guttmann:  I  am  sorry. 

A.  Rochester  at  one  time  I  believe  had  natural  gas,  but  I 
think  it  has  all  been  displaced  with  manufactured  now. 

Union  Electric  of  Missouri  was  included  because  of  its 
serving  in  a  comparable  area  and  is  about  the  same  size.  It 
[2368]  has  revenues  of  $50,355,000,  of  which  $49,000,000  is 


1532a  Testimony — Jay  Samuel  Eartt — Cross. 

electric  and  $1,000,000  is  other.  It  has  359,700  electric  cus¬ 
tomers,  4,620  employees,  $11,675,000  annual  payroll,  oper¬ 
ating  payroll  and  a  ratio  of  payroll  to  revenue  of  23  per 
cent. 

By  Mr.  Guttmann: 

Q.  Those  were  consolidated  revenue  figures  you  have 
given  us?  A.  Yes. 

Q.  Does  that  include  St.  Louis  County  Gas  Company? 
A.  No.  That  has  been  purchased  by  LaClede  Gas  Light. 

Q.  And  these  are  based,  you  say,  on  1945  annual  reports, 
isn’t  that  so?  A.  Yes,  sir. 

Q.  When  was  St.  Louis  County  Gas  Company  acquired 
by  LaClede?  A.  I  can’t  give  you  the  exact  date. 

Q.  Isn’t  it  a  fact  that  that  acquisition  took  place  in  the 
early  part  of  1947?  A.  I  would  think  you  are  right.  I 
wouldn’t  want  to  say  definitely. 

Q.  So  that,  therefore,  St.  Louis  County  Gas  figures  are 
included  in  the  figures  you  have  given  us  for  the  Union 
Electric  Company  of  Missouri  for  1945,  isn’t  that  so?  A. 
Let  me  confer  with  my  assistant,  Mr.  Baker,  who  took  the 
figures. 


[2369]  (Discussion  off  the  record.) 

A.  Let  me  correct  my  answer,  then.  You  have  revenues 
on  a  corporate  basis  instead  of  a  consolidated  basis. 

Q.  How  about  as  to  the  number  of  employees?  A. 
The  same. 

Q.  Isn’t  it  a  fact  that  there  was  joint  operation  by  St. 
Louis  and  Union  Electric  in  the  year  1945?  A.  The 
Union  Electric  owned  the  Counties  Gas  Company. 

Q.  And  there  was  joint  operation,  was  there  not?  A. 
I  believe  so,  yes. 
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Q.  And  is  it  your  testimony  that  Union  Electric  owns 
St.  Louis  County  Gas,  or  was  it  North  American  that  owned 
it?  A.  I  wouldn’t  want  to  definitely  state  either  way.  I 
made  a  report  on  the  company  and  I  believe  I  was  paid  by 
Union  Electric.  That  was  the  basis  of  my  answer.  I  can’t 
be  sure. 

Q.  Will  you  be  good  enough  to  check  and  report  back 
the  facts  on  that  for  the  record  ?  A.  Sure. 

Q.  So  that  the  number  of  employees  that  you  have  stated 
for  Union  Electric  Company  of  Missouri  for  1945,  were 
actually  serving  both  that  company  and  St.  Louis  County, 
isn’t  that  so?  A.  Well,  I  doubt  that,  but  I  wouldn’t  want 
to  give  you  a  100  per  cent  definite  answer  without  a  further 
check. 

Q.  Well,  on  what  basis  did  you  arrive  at  any  segrega¬ 
tion?  A.  It  was  obtained  from  the  reports  to  insurance 
[2370]  companies  and  I  would  want  to  go  back  and  examine 
the  reports  before  I  could  be  sure. 

Q.  Those  are  1945  reports?  A.  Yes. 

Q.  And  you  are  aware,  are  you  not,  of  the  fact  that  there 
was  pending  prior  to  the  time  of  that  report  a  case  before 
this  Commission  involving  the  issues  of  economies  wherein 
the  facts  were  adduced  in  connection  with  joint  employees 
of  Union  Electric  and  St.  Louis  County?  A.  No,  I  am 
not. 

Q.  What  is  the  method  of  generation  of  electrical  energy 
by  Union?  A.  Principally  by  steam,  although  it  has  one 
large  hydro  plant. 

Q.  Now,  you  have  also  included  LaClede  Gas  Light  Com¬ 
pany.  What  there  was  your  basis  of  comparability?  A. 
It  is  a  pure  gas  company  that  serves  in  one  concentrated 
area.  At  the  time  the  figures  were  obtained  it  served  mixed 
gas  and  not - 
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Q.  What  is  it  presently  serving?  A.  I  don’t  know 
whether  it  has  been  changed  to  all  natural  or  not,  but  that 
is  the  program  of  the  company,  and  whether  it  has  been  com¬ 
pleted  or  not,  I  am  not  sure. 

Q.  What  did  you  find  for  the  operating  payroll  and 
gross  revenues  of  LaClede?  [2371]  A.  It  had  revenues 
of  $9,461,000,  215,645  customers,  1161  employees,  $2,353,000 
payroll  and  a  ratio  of  payroll  to  revenue  of  25  per  cent. 

Q.  Was  your  data  for  1945  on  the  basis  of  Laclede  Gas 
Light  Company  and  Laclede  Power  &  Light  combined? 
A.  Xo.  They  were  two  separate  companies.  Laclede  Gas 
Light  Company  owned  certain  properties  that  were  leased 
to  Laclede  Power  &  Light  Company,  but  there  was  no  joint 
operation.  There  were  separate  officers  and  separate  em¬ 
ployees. 

Q.  And  in  the  operating  revenue  figures  you  have  given 
us  is  there  any  amount  included  representing  the  lease 
payments  on  their  property?  A.  Xo,  sir. 

Q.  Xow,  the  last  of  the  so-called  comparable  companies 
listed  by  you  is  that  of  Washington  Gas  Light  Company. 
What  there  was  your  basis  of  comparability?  A.  Merely 
that  it  was  a  company  that  served  in  one  particular  area, 
and  it  was  all  gas,  it  had  no  other  operations.  It  had  rev¬ 
enues  of  $12,206,000,  it  had  227,271  gas  customers,  1,587 
employees,  a  payroll  of  $3,874,000,  and  it  had  a  ratio  of 
payroll  to  revenue  of  32  per  cent. 

Q.  What  per  cent?  A.  32  per  cent. 

Q.  Didn’t  you  say  before  that  the  low  of  your  sixteen 
comparable  companies  was  17  and  the  high  27?  [2372] 

A.  The  sixteen  companies  did  not  include  either  Laclede 
Gas  or  Washington  Gas  Light,  because  they  were  pure  gas 
companies,  and  while  I  obtained  the  figures  I  did  not  include 
them  in  my  average. 

Q.  Xow,  Washington  Gas  Light  Company  sells  natural 
gas,  does  it?  A.  Yes,  sir. 
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Q.  And  at  the  time  of  the  report  that  yon  considered  it 
sold  what — mixed  gas  or  manufactured  gas?  A.  Well, 
it  has  gone  to  natural  gas  recently  and  I  considered,  when 
I  looked  at  the  figures  here,  that  it  was  selling  a  manufac¬ 
tured  gas.  However,  that  could  be  wrong,  but  I  don’t 
believe  so. 

Q.  Washington  Gas  Light  Company,  like  the  PEPCO 
Company  that  we  discussed  a  few  moments  ago,  is  subject 
to  the  jurisdiction  of  the  Public  Utilities  Commission  for 
the  District  of  Columbia,  isn’t  that  so?  A,  Yes,  sir. 

Q.  And  its  rates  are  similarly  fixed,  upon  a  sliding  scale 
basis?  A.  Yes,  sir. 

[2373]  Q.  And  that  in  turn  has  an  effect  upon  its  rev¬ 
enues?  A.  It  does. 

Q.  And  to  that  extent,  its  method  of  regulation  is  not 
comparable  to  that  affecting  the  Philadelphia  Company 
group,  isn’t  that  so?  A.  That  is  right. 

Q.  Now,  the  only  gas  companies,  pure  gas  companies, 
that  you  have  considered  in  your  sampling  are  Laclede  and 
Washington,  is  that  right?  A.  That  is  right. 

Q.  Are  those  the  only  two  gas  companies  that  you  found 
that  you  felt  would  be  comparable  to  the  Philadelphia  Com¬ 
pany  Gas  group?  A.  Well,  I  don’t  consider  those  as 
wholly  comparable,  you  understand.  I  took  them  to  see 
what  the  ratios  would  be.  In  the  original  group  of  com¬ 
panies  I  had  included  Brooklyn  Union  Gas  and  Peoples 
Gas  Light  &  Coke,  while  I  was  in  Chicago.  However,  I  was 
unable  in  Philadelphia  here  to  get  the  information  to  com¬ 
plete  the  study,  so  I  did  not  tabulate  them. 

The  Examiner .-  Did  you  have  the  figures  on  Michigan 
Consolidated? 

The  Witness:  I  had  those  in  the  list  also  and  did  not  get 
the  information.  I  can  get  it  when  I  get  back  to  Chicago, 
where  my  data  is,  and  supply  it,  if  you  want  it. 


1536a  Testimony — Jay  Samuel  Eartt — Cross. 

By  Mr.  Guttmann: 

[2374]  Q.  Now,  referring  to  the  list  of  the  excluded 
companies,  that  had  at  one  time  or  another  been  considered 
by  you,  what  was  your  basis  for  excluding  Pacific  Gas  & 
Electric?  A.  It  was  excluded  principally  because  of 
its  distance  away,  and  because  it  is  a  hydro  company. 

Q.  What  ratio  did  you  find  to  exist  between  operating 
payroll  and  gross  revenues  of  Pacific  Gas  &  Electric? 
A.  The  direct  charges  were  14  per  cent  of  the  payroll. 

Q.  On  what  basis  did  you  exclude  San  Diego  Gas  & 
Electric?  A.  I  left  out  all  of  the  West  Coast  Companies 
in  the  tabulation.  However,  San  Diego  is  a  company  that 
has  steam  generation. 

Q.  What  ratio  did  you  find  existing  between  operating 
payroll  and  gross  revenues  for  San  Diego?  A.  The 
direct  charges  again  were  14  per  cent.  How,  I  am  quite  cer¬ 
tain  that  there  must  be  a  substantial  charge  in  clearing  ac¬ 
counts,  because  14  per  cent  is  an  unusually  low  ratio  and 
there  is  some  particular  reason  for  it.  I  don’t  know  what  it 
is  offhand  and  I  didn’t  have  the  data  with  which  to  make 
further  checks. 

Q.  When  you  say  it  is  a  low  ratio,  you  mean  in  com¬ 
parison  to  the  companies  which  you  have  accepted  for  the 
purpose  of  your  study,  is  that  right?  A.  That  is  right. 
I  have,  at  previous  times,  made  tabulations  of  this  kind  that 
included  a  good  many  more  companies,  [2375]  and  even 
before  the  wartime  increases  in  pay,  14  per  cent  was  a  ratio 
that  was  unusual,  and  there  was  some  particular  reason  for 
a  ratio  of  that  kind. 

Q.  One  of  the  possible  reasons  for  a  ratio  of  that  kind 
could  be  more  efficiency  in  operation,  could  it  not?  A. 
You  don’t  get  enough  efficiency  in  operation  to  get  it  down 
to  14  per  cent. 
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Q.  It  could  explain,  perhaps  in  part,  the  low  ratio,  could 
it  not?  A.  It  could  explain  a  small  part  of  it,  but  the 
difference  between  22  per  cent  and  14  per  cent  is  an  im¬ 
possibility  to  obtain  through  pure  efficiency  of  operation. 

Q.  Well,  just  about  what  percentage  differential  do  you 
think  it  is  possible  to  obtain  through  more  efficient  opera¬ 
tion?  A.  Well,  that  is  a  rather  hard  question  to  answer, 
because  it  varies  from  company  to  company.  I  think  the 
average  company  throughout  the  country  is  reasonably  well 
operated,  there  are  certain  companies  that  specialize  in 
certain  things ;  for  instance,  I  have  a  company  in  mind  that 
goes  to  the  extent  of  sending  automobiles  equipped  with 
electric  refrigerators  and  ranges,  and  that  sort  of  thing,  out 
into  the  farms,  and  stops  in  the  farm  house  and  brings  the 
farmer’s  wife  out  and  tries  to  sell  her  a  range.  Well,  that 
particular  company  is  deliberately  spending  more  money 
than  some  other  company  [2376]  would  in  an  attempt  to 
increase  its  revenues.  If  you  would  take  a  ratio  of  that 
company  during  the  time  they  were  in  that  process,  you 
would  find  a  high  ratio.  Normally  the  differences  in  ratios 
throughout  companies  will  vary,  maybe  2  or  3,  not  over  4 
per  cent. 

Q.  So  that  possibly  one-half  of  the  variance  of  8  per 
cent  would  be  just  between  the  14  per  cent  and  the  22 
per  cent  arithmetic  average  which  you  found  on  your  16 
comparable  companies  could  be  attributable  to  efficiency? 
A.  Well,  it  could  be  attributable  to  a  decision  by  the  direc¬ 
tors  of  that  particular  company  to  dispense  with  certain 
occupations  that  other  companies  do,  and  efficiency  might 
have  some  effect  on  it.  However,  I  am  quite  certain  that 
I  have  determined  ratios  of  San  Diego  Gas  &  Electric 
Company  at  other  times,  where  their  percentage  was  on  the 
high  side,  rather  than  substantially  low,  so  that  I  believe 
there  is  in  that  particular  company  more  likelihood  of  find¬ 
ing  some  costs  not  included,  than  there  is  to  find  that  they 
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have  made  a  substantial  part  of  their  savings  through 
efficiency. 

Q.  Would  you  give  us,  please,  the  gross  revenue  figures 
and  the  operating  payroll  figures  both  for  Pacific  Gas  & 
Electric  and  San  Diego?  A.  Surely.  Pacific  Gas  & 
Electric  has  gross  revenues  of  $160,269,000  of  which 
$113,000,000  are  electric,  $47,000,000  are  gas  and  $900,000 
are  Other. 

[2377]  Payroll  is  $22,723,000. 

San  Diego  has  revenues  of  $17,463,000  of  which 
$11,786,000  is  electric,  $5,5SS,000  is  gas  and  $SS,000  of  other. 

The  payroll  charged  directly  to  operation  is  $2,392,917. 

The  Examiner:  Those  figures  for  San  Diego  were  1945 
figures  ? 

The  Witness:  Yes,  and  the  same  for  Pacific  Gas  &  Elec¬ 
tric.  If  we  had  1946  figures  you  would  anticipate  the  ratio 
would  increase  somewhat. 

Mr.  Guttmann:  You  mean,  in  other  words,  that  gen¬ 
erally  your  ratios  increased  in  1946  above  what  they  were 
in  1945? 

The  Witness:  I  think  so,  yes. 

By  Mr.  Guttmann: 

Q.  So  that  had  you  used  1945  ratios  for  Duquesne,  Equi¬ 
table  Gas,  Pittsburgh  and  West  Virginia,  as  you  did  in  the 
case  of  the  vast  majority  of  your  16  so-called  comparable 
companies,  you  might  have  had  a  different  end  result? 
A.  I  would  have  expected  that  I  would  have  had  a  lower 
result. 

Q.  Now,  why  did  you  exclude  Public  Service  of  Colo¬ 
rado  ?  A.  I  excluded  it  on  the  same  basis  that  I  did  those 
other  Western  Companies,  although  it  is  not  on  the  West 
Coast.  In  my  thinking  I  just  left  them  all  out  at  one  time. 
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Q.  How  far  inland  from  the  Coast  Line  did  yon  go  in 
leaving  them  out?  [2378]  A.  I  didn’t  try  to  draw  any 
specific  line.  I  was  trying  to  get  nearer  to  Pittsburgh,  but 
so  far  as  trying  to  draw  definite  lines,  that  I  would  take  a 
definite  area,  I  didn’t  do  it,  nor  trying  to  get  every  company 
within  the  area,  I  didn’t  attempt  to  do  that.  I  have  made 
this  analysis  during  the  time  I  have  been  here  in  Phila¬ 
delphia  and  did  not  have  available  to  me  many  of  the  things 
I  have  in  my  own  office. 

Q.  What  ratio  did  you  find  to  exist  between  payroll  and 
gross  revenues  for  Public  Service  of  Colorado?  A.  16 
per  cent. 

Q.  Why  did  you  exclude  Connecticut  Light  &  Power? 
A.  It  serves  a  wider  area.  I  didn’t  have  any  special  reason 
for  leaving  it  out.  It  is  up  in  the  New  England  States  where 
everything  is  geared  on  a  little  bit  different  basis  than  they 
are  in  the  Middle  Atlantic  States. 

Q.  Geared  about  on  the  same  basis  as  things  are  in 
Boston,  where  you  used  Boston  Edison,  isn’t  that  right? 
A.  I  used  Boston  Edison  because  it  is  serving  one  commu¬ 
nity  principally,  and  this  company,  as  I  understand  it, 
serves  a  large  number  of  communities,  comparable - 

Q.  The  State  of  Connecticut,  is  that?  A.  Yes.  I 
have  never  had  occasion  to  do  any  work  for  the  company 
and  I  am  not  too  familiar  with  its  operations. 

Q.  But  its  area  from  the  State-wide  angle  is  about 
[2379]  comparable  to  that  served  on  a  State-wide  angle  by 
Oklahoma  Gas  &  Electric,  isn’t  it?  A.  I  would  think  so, 
yes. 

Q.  And  you  have  included  Oklahoma  Gas  &  Electric, 
while  excluding  Connecticut  Light  &  Power?  A.  That 
is  right. 

Q.  What  ratio  did  you  find  to  exist  between  payroll  and 
gross  revenues,  for  Connecticut  Light  &  Power?  A.  16 
per  cent. 
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Q.  Now,  you  have  similarly  excluded  Montana  Power. 
What  was  the  basis  for  that  exclusion?  A.  Montana 
Power  is  an  all-hydro  operation,  it  has  some  very  wonderful 
hydro  plants,  and  very  high  heads  and  very  cheap  genera¬ 
ting  costs. 

Q.  What  ratio  did  you  find  to  exist  between  payroll  and 
gross  revenues  for  Montana?  A.  17  per  cent. 

All  of  these  figures  I  am  giving  you  are  subject  to  an  ad¬ 
dition  of  whatever  amount  of  the  clearing  account,  that  ac¬ 
tually  goes  into  operation,  which  I  wasn’t  able  to  get. 

Q.  That  is  true  not  only  of  the  excluded  companies,  but 
of  the  included  companies,  as  well?  A.  That  is  right, 
except  in  a  few  cases,  where  the  annual  reports  of  the  com¬ 
pany  and  the  President’s  letter  gave  a  statement  of  the  op¬ 
erating  payroll. 

[23S0]  Q.  Can  you  tell  us  which  of  the  sixteen  or 
eighteen  companies  that  would  apply  to?  A.  I  think  I 
can  give  it  to  you.  I  have  to  do  it  by  watching  where  I 
have  had  an  erasure  on  my  sheet,  so  it  is  subject  to  that 
infirmity. 

Houston  figures  were  obtained  from  the  annual  report; 

Alabama  Power  and  I  think  Southern  California  Edison 
comes  from  their  annual  report. 

Q.  I  don’t  believe  you  have  given  us  Southern  California 
Edison  in  either  the  included  or  the  excluded  list,  Mr. 
Hartt.  A.  I  am  sure  I  gave  it  to  you  because  I  remember 
reading  you  the  percentage,  IS  per  cent. 

Q.  You  are  right.  It  is  in  the  excluded  list.  A.  That 
is  right. 

Consolidated  Edison  of  New  York  and  Boston  Edison 
came  from  the  annual  reports,  Detroit  Edison  from  the 
annual  reports;  Cleveland  Electric  Illuminating,  Union 
Electric  of  Missouri,  Pennsylvania  Power  &  Light.  I  have 
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done  this  by  watching  where  I  have  made  erasures,  and  I 
think  it  is  all  inclusive. 

Q.  So  that  as  to  all  of  those  companies  you  have  just 
named,  no  further  adjustment  would  be  needed?  A. 
That  is  right. 

The  Examiner:  We  will  take  a  recess  until  2:00  o’clock. 

(Whereupon  at  12:30  a  recess  was  taken  until 
2:00  p.  m.  of  the  same  day.) 

[2381]  Q.  Mr.  Hartt,  among  the  companies  that  you 
testified  this  morning  were  excluded  after  initial  considera¬ 
tion  I  find  Virginia  Electric  Power  Company.  Why  was 
that  deemed  not  comparable?  A.  Mainly  because  the 
figures  that  we  had  on  the  insurance  reports  showed  an 
operating  ratio  between  payroll  of  15  per  cent  and  I  felt 
that  that  was  too  low  to  be  a  true  figure. 

Q.  You  made  no  check  to  ascertain  whether  or  not  the 
15  per  cent  ratio  was  in  fact  the  proper  and  correct  ratio 
existing,  did  you?  A.  I  had  no  facilities  to  do  it  while 
here,  so  I  did  not. 

Q.  What  were  the  figures  for  operating  payroll  and 
gross  revenues  that  you  found  for  Virginia  Electric  Power? 
A.  We  have  $40,543,000  revenue  of  which  $37,900,000  was 
electric  and  the  balance  was  gas.  We  had  354,451  electric 
customers,  52,216  gas.  We  had  2,900  employees;  $6,147,000 
of  payroll. 

Q.  Does  Virginia  Electric  Power  Company  generate 
electricity  by  steam  or  do  they  use  hydro?  A.  As  I  re¬ 
call  it,  steam. 

Q.  Is  their  gas  natural  or  manufactured  gas?  A. 
Manufactured. 

Q.  I  note  you  also  had  initially  considered  and  then  dis¬ 
carded  Brooklyn  Union  Gas  Company.  Why  did  you  do 
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that!  [23S2]  A.  Because  I  was  unable  to  get  the  in¬ 
formation  to  do  it. 

Q.  Did  you  have  the  payroll  and  revenue  figures  ?  A. 
I  don’t  have  the  payroll  figures.  I  have  revenue  and  the 
customers.  I  have  the  number  of  employees. 

Q.  How  about  Louisville  Gas  &  Electric?  Why  was  that 
not  included?  A.  I  don’t  know  any  particular  reason 
why  I  didn’t  include  it.  I  see  I  have  all  the  other  information 
on  it. 

Q.  What  ratio  did  you  find  to  pertain  there  between  pay¬ 
roll  and  revenue?  A.  I  found  a  16  per  cent  ratio.  All 
these  ratios  I  give  you  are  subject  to  whatever  addition 
there  is  from  the  clearing  accounts. 

Q.  With  the  exception  of  those  you  designated  specifi¬ 
cally  this  morning?  A.  Yes. 

Q.  How  about  Indianapolis  Power  &  Light?  Why  was 
that  excluded?  A.  It  was  excluded  for  no  particular 
reason.  It  is  a  company  that  serves  in  one  city,  the  same 
as  does  Duquesne  Light. 

Q.  What  ratio  did  you  find?  A.  It  has  a  16  per  cent 
ratio.  I  was  surprised  at  the  ratio  and  felt  that  it  was  sub¬ 
ject  to  some  correction  either  through  the  clearing  account 
charges  or  something  because  I  had  [2383]  seen  its  ratios 
before  and  it  was  my  recollection  that  it  was  higher  than 
that. 

Q.  And  you  made  no  check  since  to  ascertain  whether 
your  16  per  cent  ratio  that  you  found  was  correct  and  ac¬ 
curate  or  otherwise?  A.  No,  I  didn’t  have  the  facilities 
to  do  it  here. 

Q.  Why  is  it  that  you  haven’t  considered  at  all  Public 
Service  of  Indiana?  A.  Public  Service  of  Indiana  is  a 
company  that  serves  a  scattered  amount  of  small  com¬ 
munities  in  the  southern  half  of  the  State  of  Indiana.  I 
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just  didn’t  happen  to  think  of  it,  I  guess,  when  I  put  down 
my  names  of  companies.  There  was  no  special  reason  to 
put  it  in  or  put  it  out,  although  it  is  not  a  very  comparable 
company. 

Q.  You  have  included  in  your  study  certain  companies 
that  serve  similar  scattered  areas;  isn’t  that  so?  A.  I 
have  Alabama  Power  Company  and  one  or  two  others,  yes. 
I  might  say  that  I  did  consider  Northern  Indiana  Public 
Service  Company  in  connection  with  some  of  my  work,  which 
is  a  company  that  I  am  a  director  of. 

Q.  You  didn’t  mention  that  as  one  of  the  companies? 
A.  I  didn ’t  happen  to  put  it  in  the  list  of  companies. 

Q.  Neither  in  the  list  that  you  considered  includible  as 
comparable  companies  nor  in  the  list  you  stated  you  had 
originally  considered  and  later  excluded;  isn’t  that  right? 
[2384]  A.  That  is  right.  I  did,  however,  know  of  its 
ratios.  I  can  give  them  to  you  if  you  wish  it. 

Q.  It  isn’t  one  of  the  companies  that  you  considered, 
however,  in  connection  with  this  study;  isn’t  that  right? 
A.  It  is  one  of  the  companies  that  I  had  in  mind  when  I 
was  studying  the  Philadelphia  Company  system  in  con¬ 
nection  with  segregation. 

Q.  But  not  one  that  you  considered  for  this  particular 
phase  of  your  study  as  to  which  you  testified  this  morning 
wherein  you  listed  16  so-called  comparable  companies  and 
then  gave  a  list  of  23  that  had  been  considered  and  excluded? 
A.  No,  I  was  aware  of  it  but  I  did  not  include  it  in  the 
tabulation. 

Q.  I  note  that  another  of  the  companies - 

Mr.  Hackney:  Do  you  want  the  company  in  question? 

Mr.  Guttmann:  I  haven’t  asked  for  it,  have  I,  Mr. 
Hackney? 

Mr.  Hackney:  The  witness  volunteered  it  if  you  want  it. 
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Mr.  Guttmann:  You  will  have  plenty  of  opportunity  of 
redirect  if  you  desire  it,  sir. 

By  Mr.  Guttmann: 

Q.  I  note  that  you  also  excluded  from  consideration 
West  Penn  Power  Company.  Why  was  that  excluded?  A. 
Because  I  didn’t  have  the  information  on  West  Penn 
Power. 

Q.  Did  you  have  the  information  as  to  payroll  and  as 
to  [23S5]  gross  revenues?  A.  On  West  Penn  I  had 
revenues  and  customers  and  employees  but  no  payrolls. 

Q.  I  note  that  you  likewise  excluded  Philadelphia  Oas 
Works.  Why  was  that?  A.  For  the  same  reason. 

Q.  You  didn’t  have  the  information  on  payroll?  A. 
That  is  right. 

Q.  Is  that  the  only  reason  you  would  have  excluded  that 
company?  A.  Yes. 

Q.  Isn’t  that  a  property  that  is  owned  by  the  city  and 
leased  to  the  operating  company?  A.  That  is  right. 

Q.  That  would  not  have  been  a  basis  for  excluding  it 
in  your  judgment?  A.  Well,  I  probably  would  have  had 
some  difficulties  in  getting  the  information.  At  the  time 
I  listed  it  I  didn’t  recall  the  details  of  it. 

Q.  I  note  that  you  also  considered  and  then  excluded 
Peoples  Gas  &  Coke.  Why  was  that?  A.  That  was  for 
the  reason  that  I  did  not  have  the  payroll  information. 

Q.  How  about  Michigan  Consolidated  Gas?  A. 
Michigan  Consolidated  Gas,  I  had  the  information  but 
[23S6]  the  percentage  of  payroll  to  revenue  was  only  14 
per  cent,  and  I  felt  that  that  was  too  low  to  be  an  accurate 
figure. 
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Q.  But  you  made  no  actual  check  to  ascertain  whether 
in  fact  14  per  cent  was  correct?  A.  I  had  no  facilities 
to  do  so. 

Q.  Hence  you  didn’t  do  so?  A.  That  is  right. 

Q.  How  about  Wisconsin  Electric  Power?  Why  was 
that  excluded?  A.  I  had  no  payroll  figures. 

Q.  How  about  Central  Hudson  Gas  &  Electric?  A. 
Central  Hudson  Gas  &  Electric  I  had  the  figures  on. 
It  is  a  company  that  serves  along  the  Hudson  Biver  out  of 
Alabama  and  serves  a  number  of  communities  rather  than 
one  large  community,  and  it  is  much  smaller  than  the  Phila¬ 
delphia  group  of  companies.  It  has  a  ratio  of  20  per  cent, 
so  that  as  its  ratio  is  concerned  it  was  entirely  in  line  with 
Philadelphia  Company  but  I  excluded  it  on  account  of  it 
being  small. 

Q.  Its  electric  is  hydro,  is  it  not?  A.  I  don’t  recall 
at  the  moment. 

Q.  Is  it  natural  gas  that  it  serves,  or  manufactured? 
A.  Manufactured  gas. 

Q.  So  far  as  Wisconsin  Electric  Power  Company  is  con¬ 
cerned,  do  you  not  know  as  a  fact  that  you  could  have 
obtained  your  payroll  figures  from  the  Public  Reference 
Room  of  this  [2387]  Commission?  A.  Mr.  Baker  of 
my  office  went  to  the  Public  Reference  Room  and  asked 
for  the  annual  reports  of  all  of  these  companies  and  was 
unable  to  get  it,  only  a  part  of  them. 

Q.  Are  you  stating  now  that  he  was  unable  to  get 
Wisconsin  Electric  Power?  A.  The  annual  report  of 
Wisconsin  Electric  Power  did  not  show  the  payroll.  He 
obtained  the  annual  report  but  the  payroll  was  not  shown 
on  it. 

Q.  Did  Mr.  Baker  or  yourself  inspect  the  reports  on 
file  here  that  are  copies  of  reports  filed  with  regulatory 
bodies  by  Wisconsin  Electric  Power  Company?  A.  No; 
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Mr.  Baker  inquired  about  them  and  he  was  told  that  if  the 
Commission’s  staff  was  given  three  or  four  days  to  collect 
the  reports,  that  they  could  make  them  available  to  us  and 
that  would  be  of  no  use  to  us  because  the  hearing  would  be 
beyond  the  point. 

Q.  He  was  told  that  it  would  take  three  or  four  days  to 
produce  that  file  specifically  on  Wisconsin  Electric  Power 
Company?  A.  No,  the  group  of  files. 

Q.  When  was  the  request  made  by  Mr.  Baker  for  these 
files?  A.  Monday  of  this  week. 

Q.  How  about  Dayton  Power  &  Light?  Why  was  that 
excluded?  [2388]  A.  Because  it  had  an  operating  ratio 
of  13  per  cent,  which  I  felt  was  not  reliable. 

Q.  But  you  made  no  check  to  ascertain  whether  or  not 
the  13  per  cent  was  correct?  A.  I  didn’t  have  the  facili¬ 
ties  to  do  it. 

Q.  Was  part  of  your  reason  for  excluding  Dayton 
Power  &  Light  further  the  fact  that  it  was  a  part  of  the 
Columbia  system?  A.  No. 

Q.  What  was  the  reason  that  you  excluded  Niagara 
Hudson?  A.  Because  I  did  not  have  payroll  informa¬ 
tion. 

Q.  Why  did  you  exclude  Kansas  City  Power  &  Light? 
A.  Because  its  operating  ratio  showed  8  per  cent  and  I 
knew  that  that  was  definitely  wrong. 

Q.  If  you  knew  that  it  was  definitely  wrong,  will  you 
tell  us  specifically  in  what  particular  accounts  you  found 
error?  A.  I  didn’t  check  any  accounts.  I  knew  that  the 
company  could  not  be  operated  with  an  8  per  cent  ratio 
between  payroll  and  revenue. 

Q.  But  you  made  no  check  to  ascertain  how  such  a  ratio 
came  to  be  shown  on  the  reports  filed  by  the  company;  is 
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that  it?  A.  I  had  no  way  to  further  check  the  informa¬ 
tion  than  the  one  source. 

Q.  The  last  of  the  list  that  you  gave  us  of  companies 
[2389]  that  you  had  considered  and  then  excluded  was 
Consumers  Power  Company.  Why  was  that  excluded? 
A.  Because  we  had  no  payroll  information. 

Q.  Serving  the  City  of  Pittsburgh  with  gas  along  with 
Equitable  Gas  Company  are  two  other  companies,  Manu¬ 
facturers  and  Peoples;  isn’t  that  so?  A.  That  is  right. 

Q.  Can  you  tell  us  the  operating  ratios,  that  is,  the 
ratios  of  operating  payroll  to  gross  revenue,  for  those  two 
companies?  A.  I  did  not  have  that  information.  If  I 
did  have  it,  it  wouldn’t  be  an  identical  or  wouldn’t  be  a  like 
operation  with  Pittsburgh  &  West  Virginia  and  Equitable 
as  a  combined  operation. 

Q.  Why  not?  A.  Because,  as  I  understand,  they  are 
both  distributing  companies. 

Q.  Does  that  mean  that  in  your  opinion  Manufacturers 
owns  no  transmission  lines  in  the  State  of  Pennsylvania? 
A.  No,  sir.  But  it  doesn’t  own  any  producing  property 
nor  does  it  own  a  long  transmission  system  with  compres¬ 
sor  stations  and  at  least  as  many  storage  fields  as  does 
Pittsburgh  &  West  Virginia. 

Q.  Isn’t  it  a  fact  that  the  major  portion  of  the  gas 
transmitted  to  the  transmission  lines  of  Pittsburgh  &  West 
[2390]  Virginia  sold  to  and  distributed  by  Equitable  Gas 
is  purchased  gas  ?  A.  That  is  right.  I  might  have  com¬ 
pared  the  two  companies  you  mentioned  with  Equitable 
Gas.  If  I  had  had  the  information,  I  would  have  done  that. 

Q.  And  you  could  also  have  compared  it  with  the  com¬ 
bined  Equitable  Gas  and  Pittsburgh  &  West  Virginia, 
couldn’t  you?  A.  I  could  have  made  that  comparison, 
yes. 

Q.  The  same  would  be  true  as  to  Peoples?  A.  Yes. 
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Q.  Did  you  make  any  study  of  Ohio  Fuel  Gas  Company? 
A.  No. 

Q.  Why  not,  Mr.  Hartt  ?  A.  It  was  just  one  of  those 
companies  that  didn’t  occur  to  me  when  I  made  up  my  list. 
I  could  have  used  it. 

Q.  Why  do  you  consider  that  the  ratio  of  operating  pay¬ 
roll  to  gross  revenue  is  a  yardstick  of  efficiency?  A. 
Because  it  has  been  my  experience  over  a  period  of  time 
ithat  unless  there  are  unusual  conditions  the  percentage  of 
payroll  to  revenue  is  a  very  good  indication  of  overall  effi¬ 
ciencies.  There  are  individual  situations,  where  all  power 
is  purchased,  or  something  of  that  kind,  that  would  change 
ratios,  so  that  each  company  has  to  be  more  or  less  con¬ 
sidered  as  compared  with  another  company,  but  it  has  been 
my  experience  when  you  had  all  of  the  information  and 
knew  [2391]  that  you  had  the  entire  payroll  and  checked 
that  with  your  revenues,  that  you  had  a  good  measuring 
stick. 

Q.  Well,  in  so  far  as  this  particular  study  that  you 
related  for  the  record  this  morning  is  concerned,  just  what 
particular  detailed  study  did  you  make  to  ascertain 
whether  or  not  unusual  conditions  affect  the  payrolls  of 
any  of  these  IS  companies  that  you  considered  comparable 
in  the  years  1945  or  1946,  whichever  you  used?  A.  I 
knew  about  the  operating  conditions  of  a  large  part  of  the 
16  because  I  had  been  employed  hv  them  at  one  time  or 
another  to  make  some  sort  of  a  report  or  some  sort  of  a 
study  on  some  part  of  their  operations. 

Q.  Is  that  all  in  the  years  1945  and  1946  that  you  were 
employed?  A.  Oh,  no,  but  within  recent  years. 

Q.  I  am  talking  now  of  the  specific  figures  that  you  used 
for  payroll  for  these  specific  18  companies.  What  detailed 
check,  if  any,  did  you  make  to  ascertain  what  unusual  cir¬ 
cumstances  or  conditions  existed  during  those  years?  A. 
I  made  no  special  study.  I  merely  used  overall  figures  to 
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assist  me  in  forming  a  judgment  that  the  Philadelphia 
group  was  economically  operated.  I  felt  that  they  were 
before  I  ever  started  to  make  the  study  and  after  I  made 
the  study  I  was  more  convinced  than  ever  that  they  were. 

Q.  Now,  the  second  of  the  yardsticks  to  which  you 
referred  [2392]  this  morning  is  on  the  basis  of  employees 
per  $1,000,000  of  gross  revenues.  I  will  ask  you  first  why 
you  use  such  a  basis  as  a  yardstick?  A.  Well,  I  think 
it  is  an  additional  indication  of  the  efficiencies  of  opera¬ 
tion.  It  varies  from  company  to  company,  it  is  true, 
depending  upon  the  character  of  the  company’s  load  and 
is  not  near  as  good  a  yardstick  as  the  percentage  of  pay¬ 
roll,  but  at  least  it  gives  some  idea  of  the  efficiency  of 
operation. 

Q.  How  many  employees  per  million  dollars  of  gross 
revenues  did  you  find  for  Duquesne,  Equitable  Gas  and 
Pittsburgh  &  West  Virginia?  A.  90. 

Q.  How  many  for  Alabama  Power?  A.  100. 

Q.  Boston  Edison?  A.  63. 

Q.  Cincinnati  Gas  &  Electric?  A.  100. 

Q.  Cleveland  Electric  Illuminating?  A.  76. 

Q.  Commonwealth  Edison?  A.  84. 

Q.  Consolidated  Edison  of  New  York?  A.  87. 

[2393]  Q.  Consolidated  Gas  &  Electric  of  Baltimore? 
A.  100. 

Q.  Detroit  Edison?  A.  90. 

Q.  Houston  Light  &  Power?  A.  84. 

Q.  Ohio  Edison?  A.  68. 

Q.  Oklahoma  Gas  &  Electric?  A.  74. 

Q.  Pennsylvania  Power  &  Light?  A.  109. 

Q.  PEPCO?  A.  76. 
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Q.  Public  Service  Electric  &  Gas?  A.  83. 

Q.  Rochester  Gas  &  Electric?  A.  97. 

Q.  Union  Electric  Company  of  Missouri?  A.  92. 
Q.  Laclede  Gas  Light  Company?  A.  123. 

Q.  Washington  Gas  Light  Company?  A.  130. 

Q.  Texas  Power  &  Light?  [2394]  A.  91. 

Q.  Southern  California  Edison?  A.  60. 

Q.  Pacific  Gas  &  Electric?  A.  65. 

Q.  San  Diego  Gas  &  Electric?  A.  77. 

Q.  Public  Service  of  Colorado?  A.  86. 

Q.  Connecticut  Light  &  Power?  A.  62. 

Q.  Montana  Power?  A.  62. 

Q.  Virginia  Electric?  A.  72. 

Q.  Brooklyn  Union  Gas?  A.  138. 

Q.  Louisville  Gas  &  Electric?  A.  65. 

Q.  Indianapolis  Power  &  Light?  A.  70. 

Q.  American  Gas  &  Electric?  A.  90. 

Q.  West  Penn  Power?  A.  115. 

[2395]  Q.  Philadelphia  Gas  Works?  A.  118. 

Q.  People  Gas  Light  &  Coke?  A.  91. 

Q.  Michigan  Consolidated  Gas?  A.  67. 

Q.  Wisconsin  Electric  Power?  A.  71. 

Q.  Central  Hudson  Gas  &  Electric?  A.  84. 

Q.  Dayton  Power  &  Light?  A.  52. 

Q.  Niagara  Hudson?  A.  78. 
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Q.  Kansas  City  Power  &  Light  ?  A.  I  didn’t  have  the 
information  on  employees  so  I  can’t  give  it  to  you. 

Q.  Consumers  Power  Company?  A.  87. 

Q.  Now,  Mr.  Hartt,  the  third  yardstick  that  you  as¬ 
serted  was  considered  by  you  in  connection  with  deficiencies 
is  that  of  customers  per  employee.  Just  how  does  that 
bear,  in  your  judgment,  upon  the  question  of  efficiency  of 
operation?  A.  It  is  merely  an  overall  way  to  look  at  the 
operations  of  a  company  and  I  think  it  gives  some  indication 
of  the  [2396]  efficiency  of  the  operations  of  the  various 
companies.  You  will  have  certain  things,  that  is  done  in  a 
company,  that  requires  employees  that  does  not  vary  with 
the  number  of  customers,  but  you  have  many  of  the 
operations  that  do  vary  with  number  of  customers,  and 
there  are  more  operations  that  vary  with  number  of 
customers  than  there  are  operations  that  do  not  vary,  so 
that  I  feel  that  it  is  somewhat  of  a  yardstick  to  assist  in 
forming  a  judgment. 

Q.  Well,  now,  would  the  same  be  true  in  gas  as  would 
be  true  in  electric,  so  far  as  the  measurement  of  costs  due 
to  customer  relationship  is  concerned  ?  A.  On  gas  there 
is  inclined  to  be  more  customers  per  employee  than  there 
is  on  electric. 

Q.  Isn’t  it  a  fact  also  that  there  are  more  costs  in 
connection  with  gas  operations  which  are  attributable  to 
a  volumetric  use  than  there  are  to  a  customer  use?  A. 
You  are  talking  of  overall  operating  expenses? 

Q.  That  is  right,  sir.  A.  Yes. 

Q.  And  that  would  be  reflected  in  payroll  expenses  as 
well,  would  it  not? — number  of  employees?  A.  The 
number  of  employees  is  reflected  in  payroll  expenses,  that 
is  true. 

Q.  Now,  in  connection  with  your  answer  to  my  question 
on  the  second  item,  employees  per  million  dollars  of  gross 
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[2397]  revenues,  you  gave  us  a  figure  of  90  affecting  the 
Duquesne,  Equitable  Gas  and  Pittsburgh  &  West  Virginia. 
Is  there  a  difference  between  the  figure  for  the  electric 
group  and  for  the  gas  group,  or  did  you  just  consider  the 
overall  ?  A.  I  just  considered  the  overall. 

Q.  Can  you  tell  us  now  what  it  would  be  separately  for 
electric  and  gas?  A.  No.  I  would  have  to  make  a  com¬ 
putation  of  it  to  segregate  the  combined  employees  be¬ 
tween  gas  and  electric,  in  the  same  manner  that  I  excluded 
the  railway  employees. 

Q.  Now,  so  far  as  Duquesne  is  concerned,  what  is  the 
number  of  customers  per  employee  that  you  found?  A. 
That  is  73. 

Q.  And  for  Equitable  Gas  and  Pittsburgh  and  West 
Virginia  ?  A.  I  would  have  to  make  an  allocation. 

Q.  That,  again,  is  your  overall?  A.  Yes.  This  73  I 
gave  you,  I  used  5000  employees,  which  was  an  approxi¬ 
mation  that  was  arrived  at  in  our  discussion  this  morning. 

Q.  And  that  would  be  the  number  of  employees  after 
segregation,  isn’t  that  right?  A.  That  is  correct.  My 
answer  is  that  because  using  5000  employees  I  have  re¬ 
duced  the  number  of  customers  per  employee.  It  is  in 
excess  of  the  73  which  I  gave  you. 

[2398]  Q.  Is  this  5000  figure  representative  of  total 
number  of  employees  in  segregation  for  all  of  the  companies 
or  just  for  Duquesne,  Mr.  Hartt?  A.  The  5000  employ¬ 
ees,  as  I  recall  it,  was  developed  this  morning  by  using  3973 
direct  employees  of  Duquesne,  plus  1015  employees  that 
were  obtained  from  Mr.  Coffman’s  Exhibit  I,  for  the  electric 
group,  so  that  it  would  include  Duquesne  and  the  heating 
company,  so  that  the  73  figure  which  I  gave  you  has  no  real 
significance.  I  think  that  it  should  be  either  stricken  or 
clearly  shown  that  it  was  wrong. 
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Q.  That  is  quite  all  right.  The  figure  of  90  that  you  gave 
us  is  similarly  subject  to  correction,  is  it  not?  A.  No. 
The  figure  90 - 

Q.  In  connection  with  the  employees  per  million  dollars 
of  gross  revenue?  A.  The  figure  90  is  all  right  because 
I  have  taken  the  actual  number  of  employees  for  Duquesne 
and  Equitable  Gas  and  Pittsburgh  &  West  Virginia  and  I 
have  added  an  apportionment  of  the  general  employees  by 
taking  out  20  per  cent  and  assigning  them  to  the  railway, 
which  is  about  the  percentage  of  the  general  payroll  that  is 
assigned  to  the  electric.  That  won’t  be  an  exact  measure, 
but  it  is  an  approximation. 

Q.  What  total  figure  did  that  give  you  for  the  number 
of  employees?  A.  It  gave  me,  exclusive  of  the  mining 
people,  5395  [2399]  employees. 

Q.  Is  that  for  Duquesne  as  an  electric  group  or  is  that 
for  Duquesne,  Equitable  Gas  and  Pittsburgh  &  West  Vir¬ 
ginia?  A.  That  is  for  the  three. 

Q.  For  the  three?  A.  For  the  three  less  the  mines 
and  less  68  employees  in  the  telephone  group. 

Q.  Now,  if  you  use  that  same  figure  in  connection  with 
your  third  yardstick,  to  obtain  the  number  of  customers 
per  employee,  what  figure  would  you  get?  A.  I  got  104 
customers  per  employee. 

Q.  Now,  the  figure  of  number  of  employees  that  you 
have  just  given  us,  five  thousand  three  hundred  some  odd, 
represents  the  present  number  of  employees,  does  it,  or  does 
that  represent  the  number  in  segregation?  A.  The  pres¬ 
ent  number  of  employees. 

Q.  And  that  includes  the  employees  of  Philadelphia 
Company  and  of  the  auxiliary  companies,  does  it  not?  A. 
It  doesn’t  include  the  employees  in  Philadelphia  Com¬ 
pany  or  Philadelphia  Oil,  nor  the  employees  in  the  mining 
operation. 
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Q.  How  about  the  employees -  A.  Nor  the  tele¬ 

phone  operation. 

Q.  How  about  the  employees  of  Kentucky-West  Vir¬ 
ginia?  A.  It  does  not  include  Kentucky-West  Virginia, 
nor  have  I  [2400]  considered  the  revenue  of  that  company. 

Q.  And  that  does  include  the  general  departmental  em¬ 
ployees  that  you  have  considered  allocated  to  those  compa¬ 
nies?  A.  Yes.  It  includes  all  of  the  general  employees, 
less  20  per  cent  assigned  to  the  railway. 

Q.  You  didn’t  assign  any,  then,  to  Philadelphia  Com¬ 
pany  or  to  Equitable  Eeal  Estate  Company,  did  you,  or 
Equitable  Auto  Company?  A.  I  didn’t  include  the  direct 
employees  and  I  didn’t  assign  any  of  the —  in  taking  out  20 
per  cent  I  took  the  total  general  employees  and  took  out  20 
per  cent,  which  was  the  amount  of  the  allocation  that  was 
made  in  1946  operations  and  charged  to  railway.  Now, 
there  is  a  slight  error  in  that  the  Oil  Company  would  have  a 
small  charge  and  Philadelphia  Company  would  have  a  small 
charge  that  perhaps  should  have  been  taken  out. 

Q.  That  20  per  cent  that  you  are  deducting  for  railways, 
is  that  20  per  cent  of  all  of  the  general  departments?  A. 
Yes,  because  20  per  cent  of  the  dollars  in  round  figures  was 
charged  to  Kailway. 

Q.  Now,  if  you  were  going  to  apply  your  third  yard¬ 
stick,  that  of  customers  per  employee,  to  Kentucky-West 
Virginia  Gas  Company,  would  you  base  it  on  customers  per 
employee  or  on  employees  per  customer?  A.  Kentucky 
&  West  Virginia  would  not  be  a  comparable  [2401] 
situation  because  you  essentially  have  but  two  customers, 
with  the  addition —  I  think  there  is  one  industrial  customer 
and  a  few  incidental  people  that  live  along  the  line. 

Q.  So  that  in  such  a  case  the  yardstick  would  have 
absolutely  no  effect  or  bearing,  isn’t  that  so?  A.  That 
is  right. 
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Q.  Now,  on  the  basis  of  customers  per  employee,  how 
many  did  you  find  for  Alabama  Power?  A.  62. 

Q.  That  is  as  against -  A.  104. 

Q.  (Continuing)  — 104  for  the  Pittsburgh  group? 
A.  Philadelphia  group. 

Q.  How  many  for  Boston  Edison?  A.  139. 

Q.  Cincinnati  Gas  &  Electric?  A.  142. 

Q.  Cleveland  Electric  Illuminating?  A.  105. 

Q.  Commonwealth  Edison?  A.  109. 

Q.  Consolidated  Edison  of  New  York?  A.  128. 

Q.  Consolidated  Gas  &  Electric  Light  Company  of 
Baltimore?  [2402]  A.  110. 

Q.  Detroit  Edison?  A.  105. 

Q.  Houston  Light  &  Power?  A.  114. 

Q.  Ohio  Edison?  A.  110. 

Q.  Oklahoma  Gas  &  Electric?  A.  144. 

Q.  Pennsylvania  Power  &  Light?  A.  88. 

Q.  Pepco?  A.  131. 

Q.  Public  Service  Electric  &  Gas?  A.  166. 

Q.  Rochester  Gas  &  Electric?  A.  128. 

Q.  Union  Electric  Company  of  Missouri?  A.  78. 

Q.  Laclede  Gas  Light  Company?  A.  186. 

Q.  Washington  Gas  Light  Company?  A.  143. 

Q.  Texas  Power  &  Light?  A.  115. 

[2403] Q.  Southern  California  Edison?  A.  158. 

Q.  Pacific  Gas  &  Electric?  A.  176. 
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Q.  San  Diego  Gas  &  Electric?  A.  179. 

Q.  Public  Service  of  Colorado?  A.  131. 

Q.  Connecticut  Light  &  Power?  A.  150. 

Q.  Montana  Power?  A.  104. 

Q.  Virginia  Electric  Power?  A.  140. 

[2404]  Q.  Brooklyn  Union  Gas  Company?  A.  214. 

Q.  Louisville  Gas  &  Electric?  A.  160. 

Q.  Indianapolis  Power  &  Light?  A.  110. 

Q.  American  Gas  &  Electric?  A.  SS. 

Q.  West  Penn  Power?  A.  70. 

Q.  Philadelphia  Gas  Works?  A.  I  haven’t  the  data. 

Q.  Peoples  Gas  Light  &  Coke?  A.  252. 

Q.  Michigan  Consolidated  Gas?  A.  278. 

Q.  Wisconsin  Electric  Power?  A.  111. 

Q.  Central  Hudson  Gas  &  Electric?  A.  138. 

Q.  Dayton  Power  &  Light?  A.  214. 

Q.  Niagara  Hudson?  [2405]  A.  119. 

Q.  Kansas  City  Power  &  Light?  A.  I  haven’t  the 
information. 

Q.  Consumers  Power  Company?  A.  145. 

Q.  Now,  Mr.  Hartt,  in  connection  with  your  yardsticks, 
why  is  it  you  do  not  consider  the  ratio  of  general  and 
administrative  expenses  to  gross  revenues  as  a  yardstick 
of  efficiency?  A.  That  is  a  refinement  that  might  be 
accomplished.  I  made  no  attempt  to  refine  the  figures 
which  I  used.  I  was  getting  at  some  general  over-all  com¬ 
parisons  when  I  made  these  up  and  I  made  no  attempt  to 
go  further  with  them. 


Testimony — Jay  Samuel  Eartt — Cross.  1557a 

Q.  Wouldn’t  you  ordinarily  consider  that  the  yard- 
stick  in  measuring  efficiencies?  A.  It  of  course  depends 
on  how  the  company  classifies  their  accounts.  I  think  it 
is  a  yardstick  if  it  is  properly  handled,  yes. 

Q.  How  about  the  ratio  of  operating  expenses  to  rev¬ 
enues?  Was  that  a  proper  yardstick?  A.  Yes,  that  is  a 
yardstick. 

Q.  You  haven ’t  considered  that  yardstick  in  connection 
with  this  study?  A.  No,  sir. 

Q.  Isn’t  it  also  a  fact  that  operating  payroll  is  sub¬ 
ject  to  different  classifications  by  various  companies? 
[2406]  A.  Only  in  so  far  as  some  companies  tend  to 
charge  items  to  maintenance  that  other  companies  tend  to 
charge  to  capital,  and  vice  versa. 

Q.  And  I  think  you  have  already  answered  that  you 
haven’t  made  any  attempt  to  ascertain  whether  or  not,  in 
connection  with  these  companies,  that  you  have  used  in 
your  studies,  there  has  been  any  uniformity  of  practice  in 
that  regard,  isn’t  that  right?  A.  That  is  right. 

Q.  Why  do  you  use  gross  revenues  rather  than  net  rev¬ 
enues  before  taxes  as  your  one  leg  of  the  ratio?  A. 
Because  I  have  found  by  experience  that  that  produces  a 
better  yardstick. 

Q.  In  what  respect  is  it  better?  A.  It  produces  a 
more  even  result  and  a  result  that  you  can  better  judge 
your  efficiency. 

Q.  Why?  A.  Because  it  just  works  out  that  way.  I 
have  tried  it  both  ways  many  times  and  always  the  payroll 
to  revenue  produces  the  most  reliable  results. 

Q.  The  most  reliable  results  tested  by  what  factors? 
A.  Tested  by  all  of  the  factors,  that  is,  that  will  give  you 
a  better  indication  than  any  other  one  over-all  check. 
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Q.  Well,  isn’t  it  a  fact  that  if  you  are  testing  for  effi¬ 
ciency  gross  revenue  is  less  meaningful  than  would  be  net 
[2407]  before  taxes?  A.  No,  that  is  not  so. 

Q.  "Well,  what  does  the  efficiency  of  a  company  have  to 
do  with  its  gross  revenues?  A.  A  company  will  spend 
on  an  over-all  basis  about  a  certain  amount  of  its  revenue 
for  its  operating  payrolls  and  those  companies  that  do  a 
good  job  of  operating  have  ratios  between  their  payrolls 
and  their  revenue,  that  is,  a  more  reliable  yardstick  than 
any  other  one  that  I  have  been  able  to  develop,  I  have  been 
at  this  business  for  a  good  many  years. 

Q.  Now,  in  connection  with  your  reflection  of  yard¬ 
sticks  on  the  problem  of  efficiency,  have  you  similarly  ascer¬ 
tained,  in  connection  with  these  companies  that  you  have 
used  on  a  comparative  basis,  what  their  depreciation  prop¬ 
erty  might  be  in  each  instance?  A.  I  have  made  no 
study  of  it  at  this  particular  time.  I  have  at  previous 
times. 

Q.  That  would  have  some  bearing  on  the  efficiency  of 
management,  would  it  not?  A.  No. 

Q.  Is  it  your  testimony  that  a  management  which  sets 
up  an  inadequate  depreciation  is  as  efficient  as  would  be 
a  management  setting  up  an  adequate  depreciation?  A. 
I  don’t  think  that  has  any  correlation  at  all. 

Q.  No  correlation  to  efficiency?  [2408]  A.  No,  sir. 

Q.  Just  what  is  your  measure  of  efficiency,  then,  Mr. 
Hartt?  A.  My  measure  of  efficiency  is  the  amount  of 
work  that  is  done  for  the  expenditure  of  a  dollar. 

Q.  How  about  the  maintenance  policies,  do  they  enter 
into  the  question  of  efficiency  in  your  judgment?  A. 
Yes,  sir. 

Q.  And  to  what  extent  have  you  considered  specifically 
the  maintenance  policy  of  the  eighteen-odd  companies  that 
you  have  used  in  your  comparison?  A.  I  have  made  no 
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attempt  to  make  any  specific  study.  I  was,  you  understand, 
merely  making  some  over-all  figures  to  verify  my  own  indi¬ 
vidual  judgment  from  my  knowledge  of  these  companies 
and  my  experience  with  their  operations  to  further  assure 
me  that  the  companies  were  efficiently  operated. 

Q.  And  the  total  extent  of  your  study  is  that  limited  to 
the  sixteen  companies  and  on  the  bases  that  you  have 
described  here  today,  is  that  right?  A.  No,  sir.  That 
doesn’t  even  start  the  proceeding. 

Q.  Well,  what  other  study  have  you  made  in  that  con¬ 
nection?  A.  Well,  for  thirty  years  I  have  been  working 
with  public  utility  operating  companies  and  during  that 
time  I  have  had  to  do  with  making  projections  of  income 
and  as  a  part  of  that  I  [2409]  always  make  checks  to  see 
whether  a  company  is  efficiently  operated  or  whether  it 
isn’t,  and  oftentimes  when  I  observe  things  during  my 
studies  I  advise  the  management  wherein  I  feel  that  they 
could  make  operating  savings.  I  have  done  that  many, 
many  times  and  I  have  made  it  part  of  my  business,  because 
I  can’t  honestly  make  a  projection  unless  I  have  some 
judgment  as  to  whether  a  company  is  decently  operated 
or  not. 

Q.  Did  you  ever  give  any  advice  to  Philadelphia  Com¬ 
pany  or  any  of  its  subsidiaries  as  to  possible  economies  that 
they  might  make  in  operations?  A.  I  don’t  recall  it.  I 
perhaps  have,  but  I  don’t  remember  it. 

Q.  Did  you  make  any  detailed  efficiency  study  of  the 
present  operations  of  Philadelphia  Company  and  subsid¬ 
iaries  to  ascertain  the  precise  extent  to  which  further  effi¬ 
ciencies  might  at  the  present  time  be  put  in  force?  A. 
No. 

Q.  Did  you  make  any  specific  study  as  to  what  efficiencies 
might  be  put  into  effect  upon  segregation?  A.  Well,  I 
have  considered,  as  I  have  already  testified,  that  in  so  far 
as  segregation  is  concerned,  efficiency  has  no  place  in  it 
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because  if  there  are  places  within  the  company’s  operation 
where  increases  of  efficiency  can  be  obtained,  they  can  be 
obtained  with  or  without  segregation,  so  that  the  additional 
expense  due  to  segregation  has  nothing  to  do  with  [2410] 
whether  there  is  a  saving  that  can  be  made  in  the  operation 
of  the  company. 

Q.  See  if  I  understand  you,  Mr.  Hartt.  If,  for  example, 
there  might  be  presently  some  point  at  which  greater  ef¬ 
ficiencies  might  be  made,  but  have  not  been  made,  and  are 
hence  not  reflected  in  the  present  basis  set  forth,  you  then 
have  not  given  consideration  to  the  fact  that  in  segregation 
such  efficiencies  might  result  in  an  offset  to  that  which  you 
term  a  loss  of  economies?  A.  If  mere  segregation  pro¬ 
duced  it,  yes,  but  in  so  far  as  methods  of  operation,  no. 

Q.  Xow,  in  connection  with  Exhibit  74,  Mr.  Hartt,  you 
show  an  item  for  depreciation  and  cost  of  money  for  new 
equipment.  "What  was  the  source  of  the  basic  figure  that 
you  assumed  for  the  cost  of  new  equipment  upon  which  you 
estimated  cost  of  money?  A.  The  item  of  $5000  for 
telephone  equipment  I  obtained  from  Mr.  Smith,  the 
manager  of  that  department. 

The  office  equipment  requirements  of  $41,543  I  obtained 
from  Schedule  M-l.l  to  Schedule  M-17.1,  inclusive. 

Q.  That  is  Exhibit  69-2?  A.  Yes. 

The  $41,700  for  office  furniture  was  estimated  by  me  at 
$150  per  employee.  Xow,  that  is  an  estimate  that  seemed 
to  Mr.  Stone  and  I  to  be  a  reasonable  estimate  of  the  cost 
of  office  [2411]  furniture  and  equipment  for  the  average 
employee.  It  is  not  an  exact  computation  but  an  approxi¬ 
mation. 

I  used  $1800  per  automobile  for  48  automobiles,  or 
$86,500.  There  again  Mr.  Stone  and  I  made  an  estimate 
which  appeared  to  us  to  be  a  reasonable  amount.  Perhaps 
the  automobiles  will  cost  a  little  more  or  a  little  less,  but 
it  was  an  approximation. 
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On  garage  equipment  I  have  a  figure  of  $150,000,  of 
■which  $100,000  was  for  equipment  and  $50,000  was  for 
materials  and  supplies.  That  figure  was  obtained  from  the 
man  in  charge  of  the  Equitable  Auto  Company  and  its 
operations,  Mr.  Page. 

The  storeroom  equipment,  the  item  of  $10,000  again  was 
an  estimate  made  by  Mr.  Stone  and  myself  which  was  an 
approximation  and  we  felt  was  a  reasonable  amount.  That 
gave  me  a  total  of  $334,743  and  I  considered  it  $335,000. 

I  depreciated  each  of  the  items,  with  the  exception  of 
materials  and  supplies,  at  the  rates  to  which  I  have  already 
testified.  Those  rates  were  rates  that  were  made  jointly 
by  Mr.  Stone  and  I  in  consultation,  which  appeared  to  be 
reasonable  rates  in  so  far  as  our  experiences  showed.  We 
did  not  check  it  back  to  what  the  company  was  taking,  which 
might  be  somewhat  different,  but  we  felt  that  it  was 
reasonable. 

The  cost  of  capital  we  set  at  6  per  cent,  which  again  was 
our  estimate  of  a  reasonable  cost  for  the  money,  so  that  we 
had  for  depreciation  a  figure  of  $2S,722,  which  we  rounded 
off  to  $2S,700,  and  we  had  a  figure  of  6  per  cent  on  $335,000 
of  new  [2412]  money,  which  was  $20,100,  which  gave  us 
$4S,800  for  the  money,  the  cost  of  money,  and  for  the  de¬ 
preciation.  As  I  testified,  there  is  no  personal  property  tax 
as  such  in  Pennsylvania,  so  that  none  was  added. 

Q.  Now,  so  far  as  your  $5000  of  telephone  equipment 
is  concerned,  which  figure  was  provided  to  you  by  Mr. 
Smith,  do  you  have  any  detailed  breakdown  as  to  what 
equipment  is  included  therein?  A.  No.  At  the  time  he 
gave  me  the  figure  he  told  me  what  equipment  he  had  con¬ 
sidered,  but  I  don’t  recall  it,  nor  did  I  make  any  estimate 
of  it. 

Q.  You  didn’t  check  it  against  price  lists  of  Automatic 
Electric  Company  or  Kellogg,  or  any  of  the  others? 
A.  No.  sir. 
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Q.  You  don’t  know  whether  the  figures  that  he  gave  you 
came  from  such  list  prices?  A.  No.  I  accepted  his  state¬ 
ment  of  $5000  as  being  a  minimum  figure. 

Q.  You  don’t  know  whether  he  included  quantity  dis¬ 
counts  on  any  of  the  items  that  are  in  that  $5000  total? 
A.  I  didn ’t  question  him  as  to  such  small  details. 

Q.  How  about  the  $41,543  of  office  equipment  that  you 
say  you  took  from  Exhibit  P-69-2,  Schedule  M-l.l  to  17.1? 
Do  you  know  whether  those  figures  represent  list  prices? 
A.  I  didn’t  check  them. 

[2413]  I  assumed  that  Mr.  Coffman  had — in  fact,  he 
advised  me  that  he  had  gotten  those  prices  from  company 
employees  and  I  accepted  them  as  being  the  price  at  which 
that  particular  company  would  be  buying  that  particular 
equipment.' 

Q.  You  made  no  independent  check  as  to  whether  or 
not  they  represented  actual  manufacturers’  prices,  did  you? 
A.  I  made  no  check.  I  accepted  them  as  is. 

Q.  Nor  did  you  check  to  ascertain  whether  he  had  con¬ 
sidered  quantity  discounts  in  arriving  at  that  dollar  figure? 
A.  No,  sir. 

Q.  So  far  as  the  office  furniture  is  concerned,  you  are 
visualizing  that  each  employee,  speaking  on  the  average 
now,  will  have  a  desk  and  a  chair?  A.  A  desk  and  at 
least  one  chair,  and  certain  employees  will  have  a  file  or  two 
and  certain  employees  will  have  a  bookcase.  Other  employ¬ 
ees  will  have  a  coat  rack,  some  employees  will  probably  even 
have  a  rug  to  go  on  the  floor,  and  the  figure  of  $150,  as  I 
told  you,  was  an  over-all  estimate  which  was  an  approxi¬ 
mation  and  was  made  by  Mr.  Stone  and  I  without  setting 
down  definite  prices  for  a  desk  or  for  a  chair  or  for  the 
extra  chair,  or  how  many  customers  you  would  have,  or  any¬ 
thing  of  that  character. 
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Q.  Similar  to  the  $1800  per  auto  figure  that  you  have 
here  ?  A.  That  is  right. 

[2414]  Q.  How  about  the  $150,000  for  garage?  I  think 
$50,000  of  that  you  said  represented  materials  and  supplies? 
A.  $50,000. 

Q.  And  what  was  the  other  $100,000?  A.  The  $100,000 
was  garage  equipment. 

Q.  What  type  of  equipment  did  you  visualize  would 
cost  $100,000?  A.  I  visualized  that  if  there  was  to  be 
segregation  there  would  be  a  segregation  of  the  shops  of 
the  three  companies,  that  is,  the  railway  unit,  the  electric 
unit,  and  the  gas  unit.  If  that  were  accomplished  there 
would  be  additional  equipment  required,  and  we  obtained 
from  Mr.  Page  an  estimate  of  what  that  would  cost.  As  I 
recall  our  conversation,  he  advised  us  that  the  equipment 
they  now  have  cost  in  excess  of  $100,000,  and  that  that  was 
the  original  cost  at  prices  which  are  present  prices  and  that 
a  figure  of  $100,000  for  additional  equipment  if  we  had 
three  separate  operations  would  be  a  minimum  figure. 

Q.  But  you  made  no  check  to  ascertain  in  detail  what 
items  of  equipment  were  going  to  cost  this  $100,000,  did  you? 
A.  No,  sir. 

Q.  Now,  which  of  the  groups  of  companies  in  segre¬ 
gation  are  going  to  have  to  bear  this  $100,000  of  costs  for 
garage  equipment?  A.  I  made  no  attempt  to  allocate  it 
to  various  companies.  The  garage  equipment  now  is  owned 
by  the  Philadelphia  Company.  [2415]  It  was  purchased 
over  a  good  many  years  and  is  used  in  the  repair  of  cars  and 
trucks  and  busses  of  all  the  companies  without  regard  to 
who  owns  what. 

Q.  When  you  say  it  is  owned  by  Philadelphia  Company, 
do  you  mean  that  or  do  you  mean  Equitable  Auto  Company? 
A.  I  mean  Philadelphia  Company. 

Q.  Now,  there  is  garage  equipment  in  the  Manchester 
garage,  is  there  not?  A.  Yes. 
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Q.  And  that  garage,  as  Mr.  Coffman  told  ns,  is  owned 
by  Dnquesne,  isn’t  that  so?  A.  That  is  right. 

Q.  Who  owns  the  equipment  in  there?  A.  I  assume 
that  that  is  owned  by  the  Philadelphia  Company  because 
of  Mr.  Page  telling  me  that  all  of  the  garage  equipment  is 
owned  by  the  Philadelphia  Company.  I  did  not  check  the 
books  to  determine  it  and  it  is  possible  that  it  might  be 
owned  by  Duquesne  in  that  particular  case.  However,  that 
is  a  very  small  part  of  the  total  garage  equipment. 

Q.  Well,  just  what  garage  equipment  is  there  up  in 
Manchester  that  services  391  cars  that  represents  such  a 
very  small  part,  Mr.  Hartt?  A.  There  is  a  wash  rack 
there  and  there  is  a  small  storeroom  for  parts  and  there  is 
a  desk  that  the  supervisor  has  to  make  out  his  records  on, 
a  standing-up  desk,  and  there  is  the  [2416]  ordinary  run  of 
garage  tools,  but  there  is  no  lathes  or  any  facilities  to  do 
major  engine  repairs  with. 

Q.  Are  there  any  lifts  in  Manchester?  A.  Yes,  there 
is  one. 

Q.  How  many  down  at  Lexington  Avenue  ?  A.  There 
is  a  number,  but  I  couldn’t  tell  you.  Of  course,  some  of 
those  are  in  the  part  that  is  used  by  the  railway  company 
and  some  is  in  the  part  that  is  used  by  the  gas  and  electric 
companies  jointly. 

Q.  And  all  of  that  equipment  down  at  Lexington  Ave¬ 
nue  is  the  equipment  that  you  tell  us  is  owned  by  Phila¬ 
delphia  Company,  is  that  right?  A.  Mr.  Page  gave  me 
that  information. 

Q.  You  didn’t  check  that  information  at  all?  A.  I  did 
not. 

Q.  Are  you  aware  of  the  fact  that  Equitable  Auto  Com¬ 
pany  is  a  registered  service  company?  A.  I  didn’t  know 
whether  it  was  or  not. 

Q.  Do  you  know  what  rent  Equitable  Auto  Company 
pays  to  Philadelphia  Company  for  the  rental  of  the  equip- 
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ment  that  you  testify  is  owned  by  Philadelphia  Company? 
A.  I  think  they  pay  exactly  zero. 

Q.  Is  that  just  a  conjecture  or  did  you  check  that  infor¬ 
mation?  A.  I  inquired  in  regard  to  it  from  Mr.  Page  and 
he  said  [2417]  that  the  equipment  had  been  purchased  by 
the  Philadelphia  Company  out  of  moneys  that  had  been 
charged  to  the  gas  company,  electric  company  and  the  rail¬ 
way  company  over  the  years,  and  that  it  was  the  property 
of  the  Philadelphia  Company,  but  was  used  by  all  of  the 
other  companies. 

[2418]  Q.  You  mean  that  the  Philadelphia  Company 
had,  over  the  years,  charged  the  Electric  and  Gas  Company 
for  the  use  of  garage  equipment  and  that  that  money  is 
the  money  that  was  used?  A.  To  buy  the  equipment 
with,  yes,  sir. 

Q.  So  that  in  segregation  did  you  visualize  that 
Duquesne  would  continue  the  garage  equipment  that  is  up 
at  Manchester  as  its  own?  A.  I  would  assume  that  it 
would,  because  its  location  is  adjacent  to  many  of  their 
other  operations. 

Q.  Just  what  part  of  the  $100,000  of  garage  equipment 
do  you  suggest  is  going  to  be  needed  by  Duquesne  out  at 
Manchester?  A.  I  made  no  segregation  of  the  $100,000 
as  to  how  it  would  be  divided. 

Q.  Well,  now,  does  the  Motor  Coach  Company  garage 
all  of  its  buses  and  cars  in  Lexington  Avenue?  A.  Not 
all  of  them,  I  don’t  believe. 

Q.  Where  are  the  others  garaged?  A.  I  don’t  know. 

Q.  Do  you  know  whether  it  has  its  own  garage?  A. 
I  have  a  recollection  of  their  having  other  storage  places, 
but  I  cannot  name  the  locations  because  it  has  been  some 
time  since  I  have  even  been  over  the  Lexington  Avenue 
Garage  and  the  Manchester  Garage,  and  a  few  of  the  other 
[2419]  important  buildings. 
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Q.  Do  you  know  what  garage  equipment  the  Motor 
Coach  Company  may  have  in  such  other  storage  places? 
A.  It  is  my  understanding  that  all  of  the  Motor  Coach 
repair  is  done  at  Lexington  Avenue. 

Q.  Both  for  coaches  and  for  cars?  A.  Yes.  That 
may  be  a  statement  that  is  not  strictly  true.  That  is,  if 
they  have  other  spaces,  they  may  wash  their  cars  and  grease 
their  cars  and  do  day  to  day  work  on  them,  but  I  am  talk¬ 
ing  about  repair,  where  you  take  an  engine  out  of  a  coach 
or  if  there  is  damage  to  the  body,  where  it  is  repaired;  in 
other  words,  major  repairs,  I  am  speaking  of. 

Q.  "What  is  the  item  of  $10,000  that  you  attribute  to 
storeroom  comprised  of?  A.  That  is  comprised  of 
shelves  and  cabinets  and  a  certain  amount  of  storeroom 
furniture  so  the  men  will  have  some  place  to  sit  down  and 
record  their  things  that  go  in  and  out  of  stores,  scales — all 
such  storeroom  equipment  of  that  kind. 

Q.  Those  stools  that  the  men  will  sit  on  are  not  already 
covered  in  “Office  Furniture”  at  $150  per  employee,  are 
they?  A.  Well,  I  have  $150  per  employee  for  the  addi¬ 
tional  employees — perhaps  they  are  covered  in  the  $150 
and  I  should  not  have  included  them  in  these  $10,000. 

[2420]  Q.  Isn’t  it  a  fact  also  that  at  the  present  time, 
Gas,  Electric  and  Transportation  each  have  their  own  sepa¬ 
rate  stores  and  storerooms?  A.  Not  entirely. 

Q.  To  a  tremendous  extent  that  is  true,  is  it  not  ?  A. 
To  a  large  extent,  yes. 

Q.  And  specifically,  how  much  additional  shelving,  and 
where  have  you  visualized  such  additional  shelving  costing 
$10,000?  A.  I  have  made  an  over-all  estimate  of  all 
types  of  storeroom  equipment,  without  making  any  attempt 
to  go  into  the  extent  of  having  a  figure  for  shelving  and  a 
figure  for  scales  and  a  figure  for  each  of  the  other  items. 

Q.  Just  where  is  this  material  to  be  put,  shelving  and 
scales  and  everything  else  that  you  are  talking  about? 
A.  I  have  made  no  specific  determination  of  that. 
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Q.  How  are  you  assuming  that  these  additional  capital 
expenditures  will  he  financed?  A.  I  have  made  no 
assumption. 

Q.  Where  did  you  get  your  six  per  cent  cost  of  money? 
A.  I  have  assumed  that  someone  will  have  to  huy  them. 
I  am  not  attempting  to  assume  that  any  one  company  will 
buy  them,  or  any  particular  group  of  companies.  Some¬ 
body  would  buy  them  and  I  thought  that  6  per  cent  was 
a  reasonable  cost  of  money  that  a  company  should  have 
for  investments  [2421]  they  would  make  in  the  fixed 
capital. 

Q.  Are  you  relating  that  to  return  on  investment  rather 
than  to  cost  of  money?  A.  Well,  I  am  considering  that 
rate  of  return  to  be  about  6  per  cent  and  that  a  company 
should  be  permitted  to  at  least  earn  6  per  cent. 

The  Examiner:  Well,  if  it  paid  6  per  cent  for  the  money, 
it  wouldn’t  be  very  efficient,  would  it? 

The  Witness:  Yes,  I  think  it  would. 

The  Examiner:  You  mean  now? 

The  Witness:  Yes. 

The  Examiner:  You  are  not  suggesting  that  6  per  cent 
is  a  going  cost  of  money  today?  A.  Well,  it  depends  on 
what  you  are  talking  about.  On  an  over-all  basis  that  is 
not  so  far  from  being  accurate.  If  you  are  talking  about 
bonds, — no.  If  you  are  talking  about  notes, — no. 

By  Mr.  Guttmann: 

Q.  Let  us  see,  Mr.  Hartt.  Isn’t  it  true  that  return  is 
basically  comprised  of  two  elements,  one  of  which  is  pure 
cost  of  money  or  pure  interest  and  the  other  represents 
the  risk  factor  involved?  A.  That  is  right. 

Q.  So  that  what  you  are  giving  us  here  at  6  per  cent 
is  not  truly  cost  of  money  but  is  cost  of  money  plus  risk, 
[2422]  isn’t  it?  A.  That  is  right. 
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Q.  So  that  perhaps  your  designation  “Cost  of  Money” 
is  slightly  inaccurate,  isn’t  that  so?  A.  Yes,  I  think 
that  is  so. 

Q.  What  do  you  think  the  current  pure  interest  rate 
would  be  on  money?  A.  That  entirely  depends  upon  the 
Company,  and  its  capital  structure. 

Q.  For  this  company  as  you  visualize  it  in  segregation 
— for  these  companies?  A.  I  haven’t  gone  into  it  to 
that  extent  so  I  couldn’t  tell  you. 

Q.  In  connection  with  the  documents  that  have  been 
offered  by  Mr.  Coffman,  I  understand  that  you  heard  some 
of  his  testimony  and  read  the  balance  ?  A.  I  heard  most 
of  his  testimony.  I  think  on  two  different  days  I  was  not 
here. 

Q.  You  understand,  of  course,  from  his  testimony  that 
basically  he  took  certain  data  from  the  records  of  the  Com¬ 
pany,  from  which  he  set  forth  present  payroll  in  Exhibit 
form;  is  that  right?  A.  Yes.  That  is,  he  took  the  pay¬ 
roll  for  January,  1947,  adjusted  for  the  increase  in  rate  of 
pay  which  became  effective,  I  believe,  on  February  8th,  but 
which  was  retroactive  to  the  first  of  January,  and  then  he 
reviewed  the  over-  [2423]  time  that  was  paid  in  1946,  and 
assigned  a  percentage  of  overtime  to  the  various  opera¬ 
tions  which  he  considered  as  a  reasonable  amount  for  the 
future. 

Q.  And  then  went  forward  and  set  forth  certain  pro¬ 
jections  of  job  classifications  into  segregation;  isn’t  that 
right?  A.  That’s  right. 

Q.  To  what  extent  did  you  make  any  independent  study 
or  analysis  beyond  your  conferences  with  the  same  com¬ 
pany  personnel  that  he  conferred  with  in  that  regard? 
A.  I  don’t  know  whether  I  conferred  with  the  same  per¬ 
sonnel  that  he  did  or  not,  because  I  conferred  with  the 
personnel  that  I  chose  to  confer  with,  and  just  whom  he 
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conferred  with  I  never  have  asked  him,  but  I  approached 
it  from  the  standpoint  of  taking  his  listing  of  present  per¬ 
sonnel  by  job  classification,  and  discussing  each  of  those 
classifications  with  the  department  heads,  and  checking  to 
see  whether  he  had  made  a  reasonable  segregation  of  that 
payroll,  an  extention  of  the  payroll  to  fit  conditions  that 
would  be  experienced  under  segregation. 

Q.  In  connection  with  your  independent  approach,  Mr. 
Hartt,  did  you  set  down  any  outline  that  would  designate 
the  physical  makeup  of  the  various  companies  in  segre¬ 
gation?  A.  No,  sir. 

Q.  Can  you  tell  us  now,  for  example,  how  many  total 
[2424]  employees  you  visualized  there  will  be  on  the  pay¬ 
roll  of  the  gas  group  of  companies  after  segregation?  A. 
The  number  that  Mr.  Coffman  has  shown  us  plus  the  ad¬ 
ditions  or  subtractions  that  I  have  made  to  it  in  Exhibit 
No.  74. 

Q.  Did  you  go  down  to  Ashland,  Kentucky,  in  con¬ 
nection  with  your  study?  A.  Not  on  this  trip,  no,  sir. 

Q.  Did  you  make  any  detailed  study  to  ascertain  the 
extent  to  which  present  personnel  of  Kentucky-West  Vir¬ 
ginia  for  example,  could  be  employed  to  perform  certain 
additional  functions  in  connection  with  the  gas  group  in 
segregation,  thus  eliminating  some  of  the  quantity  of 
employees  shown  on  Coffman’s  exhibits?  A.  In  con¬ 
nection  with  the  investigation  of  this  case,  I  did  not.  How¬ 
ever,  in  connection  with  the  rate  case,  that  the  Company 
had  a  year  ago,  I  had  an  excellent  opportunity  to  see  whether 
there  was  an  excess  of  manpower  at  Ashland,  Kentucky, 
and  I  found  there  was  not. 

Q.  You  certainly  didn’t  consider  it  in  connection  with 
segregation  at  the  time  you  were  fighting  the  rate  case, 
down  before  the  Federal  Power  Commission,  or  the  Penn¬ 
sylvania  Public  Utility  Commission?  A.  I  was  not 
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considering  segregation  at  the  time,  but  I  had  an  oppor¬ 
tunity  to  see  -whether  there  was  an  ex-  [2425]  cess  of  man¬ 
power  down  there  at  that  time.  I  had  difficulties  in  getting 
information  from  the  companies  to  use  in  preparing  my 
studies,  and  many  things  that  normally  I  would  obtain  from 
the  company  I  had  to  have  my  own  men  extract  from  the 
Company’s  books  and  records,  because  of  the  manpower 
situation. 

Q.  Where  are  the  books  and  records  of  Kentucky-West 
Virginia  Company  maintained?  A.  The  main  records 
which  I  used  in  connection  with  the  rate  case  were  main¬ 
tained  at  Ashland,  Kentucky. 

Q.  What  were  those  records,  Mr.  Hartt?  A.  Well, 
they  were  payroll  records,  they  were  records  of  revenues 
and  expenses.  They  were  work-order  information,  a  great 
deal  of  the  accounting  and  engineering  records  of  the  com¬ 
pany. 

Q.  How  about  the  fixed  capital  records  of  Kentucky- 
West  Virginia?  A.  I  don’t  recall  whether  the  main 
control  books  were  kept  in  Pittsburgh  or  in  Ashland.  I  do 
know  that  in  connection  with  the  determination  of  the 
original  cost  of  the  property,  which  had  to  do  with  the 
fixed  capital,  that  that  was  done  out  of  Ashland  Office,  so 
that  I  believe  the  records  are  down  there,  but  I  wouldn’t 
want  to  be  certain. 

Q.  Do  you  recall  the  testimony  of  Mr.  Coffman  on  cross- 
examination  on  the  occasion  when  we  brought  to  his  at¬ 
tention  [2426]  the  additions  in  number  of  certain  of  em¬ 
ployees,  that  you  were  suggesting  to  superimpose  upon  his 
studies,  at  which  time  he  replied  that  he  would  adhere  to 
his  original  determination?  A.  I  think  I  do.  I  don’t 
know  exactly  what  you  are  referring  to,  but  I  think  I  recall 
what  you  refer  to. 

Q.  Well,  in  the  light  of  his  testimony  on  cross-examina¬ 
tion,  which  was  subsequent  to  your  direct  testimony,  do  you 
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presently  adhere  to  the  estimates  of  increases  and/or  de¬ 
creases  over  and  above  the  Coffman  study  that  you  sub¬ 
mitted  in  exhibits  73  and  74!  A.  Well,  maybe  I  can 
answer  it  this  way:  As  a  result  of  the  cross-examination 
there  were  certain  errors  called  to  Mr.  Coffman’s  attention. 

There  were  certain  inconsistencies  called  to  his  atten¬ 
tion,  which,  of  course,  in  so  far  as  those  particular  things 
were  concerned,  made  his  studies  inaccurate.  I  would  not 
want  to  subscribe  to  accepting  his  figures  without  at  least 
those  changes,  but  as  an  over-all  basis,  I  still  feel  that 
there  is  a  very  substantial  additional  cost  from  segregation. 

If  I  made  an  individual  analysis  of  it,  I  am  certain 
I  would  not  have  come  out  exactly  with  Mr.  Coffman’s  fig¬ 
ures  plus  my  figures,  but  I  feel  definitely  that  I  would  come 
to  an  answer  that  would  approximate  it. 

[2427]  Q.  You  haven’t  made  such  an  individual  inde¬ 
pendent  study  then  as  would  give  you  any  dollar  figure? 
A.  Only  as  I  have  testified  in  this  case. 

Q.  And  in  so  far  as  your  study  is  concerned,  it  does 
to  a  considerable  extent  hinge  upon  Mr.  Coffman’s  study, 
as  you  have  testified,  isn’t  that  so?  A.  Well,  it  depends 
on  what  you  mean  by  the  word  “hinge”.  Suppose  I  tell 
you  what  I  think  you  mean  and  if  I  am  inaccurate,  you 
correct  me.  I  have  accepted  the  extractions  from  the  pay¬ 
rolls  that  have  been  made  by  Mr.  Coffman  without  checking. 
I  have  accepted  those  as  being  accurately  taken  off.  I  have 
accepted  his  job  classifications  as  he  has  listed  them  as 
being  accurate,  so  that,  to  that  extent,  my  study  hinges  on 
figures  that  Mr.  Coffman  has  extracted  from  the  books  and 
records  of  the  company.  I  have  also  relied  to  some  extent 
upon  his  descriptions  of  ■what  he  has  done  by  the  various 
personnel  in  the  different  departments.  However,  I  did 
not  accept  that  without  some  check,  some  of  which  I  knew 
about.  Others  I  checked  by  discussion  with  department 
heads,  so  that  to  some  extent  my  studies  hinge  on  the  de¬ 
scriptions  that  he  has  given  as  to  what  is  done  by  the 
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different  departments.  In  so  far  as  the  additional  nnmber 
of  employees  is  concerned,  I  have  discussed  them  with  Mr. 
Stone,  whom  I  feel  is  thoroughly  familiar  with  all  the  opera¬ 
tions  of  the  companv,  and  with  the  various  department 
[2428]  heads,  and  have  come  to  a  conclusion  that  while 
there  are  differences  that  I  would  make  here  and  there, 
which  would  make  a  difference  of  a  few  dollars  one  way  or 
the  other,  that  essentially  I  would  arrive  at  about  the 
same  number  of  employees  that  Mr.  Coffman  has  had,  plus 
the  ones  that  I  have  added. 

The  Examiner:  We  will  take  a  five-minute  recess. 

(At  this  point  a  short  recess  was  taken,  after 
which,  the  hearing  was  resumed.) 

By  Mr.  Guttmann : 

Q.  You  stated  you  made  certain  checks  of  Mr.  Coff¬ 
man’s  work.  It  is  true,  is  it  not,  that  because  of  time 
limitations  those  were  at  best  what  might  be  termed  spot 
checks!  A.  Well,  I  think  that  might  be  misconstrued 
if  I  answered  “Yes”. 

We  took  each  individual  department  and  went  down 
through  the  department  with  the  department  heads,  and  as 
I  testified,  some  of  the  assistants  in  certain  instances,  and 
we  discussed  these  various  classifications,  what  they  did, 
and  why  it  would  be  necessary  to  keep  on  this  number  of 
people  or  that  number  of  people.  I  would  say  it  was  more 
than  a  spot  check.  However,  it  was  not  a  study  that  was 
in  the  detail  that  one  would  make  if  one  were  making  an 
original  study.  If  I  had  made  a  study  of  that  kind,  we 
would  have  had  to  have  a  recess  here  for  two  or  three 
months  until  I  could  have  gone  [2429]  into  the  details 
more  completely  than  I  had  the  opportunity  to  do. 

Q.  That  would  have  depended  primarily  upon  the  time 
of  your  initial  hiring,  would  it  not?  A.  Three  months 
from  the  time  I  was  initially  hired,  I  would  say. 
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Q.  That  would  not  necessarily  have  called  for  any  recess, 
isn’t  that  so?  A.  Well,  I  am  assuming  that  I  was  hired 
on  the  date  that  Mr.  Fleger  hired  me.  Of  course,  if  he  hired 
me  three  months  ahead  of  that,  I  would  have  been  already. 

Q.  How  is  it,  Mr.  Hartt,  as  has  been  testified  to  by  Mr. 
Coffman,  that  you  never  saw  fit  to  sit  down  with  him  and 
discuss  with  him  the  suggested  increases  and/or  decreases 
that  you  are  suggesting  over  and  above  or  below  the 
figures  represented  in  his  exhibit?  A.  Well,  I  think 
the  answer  to  that  is  very  simple.  We  had  a  deadline  that 
had  been  set  by  this  Commission.  I  understand  that  we 
were  told  to  be  ready  or  else.  We  made  our  studies,  and 
at  the  same  time  Mr.  Coffman  was  working  on  his  studies. 

We  told  him  that  we  had  some  differences  and  we  de¬ 
cided  that  if  we  would  try  to  sit  down  and  resolve  our  dif¬ 
ferences,  there  would  be  so  much  time  consumed  that  he 
would  be  unable  to  make  any  changes  in  his  exhibits  if  he 
should  agree  with  [2430]  us,  so  that  he  went  ahead  and 
completed  his  exhibits  as  he  saw  them  and  we  merely  took 
his  exhibits  and  added  to  them  exhibits  74 — 75,  is  it?  What¬ 
ever  it  is  I  introduced  in  this  case. 

Q.  72,  73,  74  and  75. 

Mr.  Hartt,  in  addition  to  the  portion  of  Mr.  Coffman’s 
study  that  relates  purely  to  payroll,  there  were  certain 
other  phases,  treating  with  other  costs,  such  as  Social  Se¬ 
curity,  Insurance  and  the  like,  rent,  other  expenses.  Did 
you  make  any  separate  independent  study  as  to  those  items? 
A.  We  obtained  from  the  Company  the  rates  that  applied 
for  Social  Security  and  the  other  items,  and  we  saw  that 
Mr.  Coffman  had  made  circuits  in  some  of  his  computations, 
and  Mr.  Stone  and  I  made  computations  in,  I  think  it  was, 
two  of  the  departments,  to  see  what  the  difference  would 
be  if  we  figured  it  in  a  completely  accurate  way,  and  the 
results  on  an  over-all  basis  for  those  two  departments  were 
so  close  that  we  did  no  more. 
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[2431]  Q.  "What  two  departments  did  you  check?  A. 
Let  me  ask  Mr.  Stone.  Do  you  remember? 

-1/r.  Stone:  I  think  that  there  were  two  divisions  of  the 
accounting  department. 

The  Witness:  Both  in  the  accounting  department? 

.1/r.  Stone:  I  think  they  were. 

The  Witness:  Then  my  testimony  is  incorrect.  We 
tested  two  groups,  both  of  which  were  in  the  accounting 
department. 

By  Mr.  Gutt matin: 

Q.  Can  either  you  or  Mr.  Stone  tell  us  which  of  the 
two  groups  in  the  accounting  department  were  so  checked? 
A.  I  guess  I  can’t  tell  you.  I  thought  perhaps  I  could  re¬ 
call  but  I  can't.  I  recall  this :  We  chose  groups  where  there 
was  probably  15  different  classifications  so  that  it  would 
be  at  least  enough  to  be  representative. 

Q.  And  you  checked  those  just  as  against  Social  Se¬ 
curity  and  insurance?  A.  We  checked  Social  Security; 
we  cheeked  hospitalization.  We  discovered  the  one  classi¬ 
fication  where  Mr.  Coffman  had  inadvertently  applied  his 
monthly  rate  as  an  annual  rate.  That  was  called  to  his 
attention.  I  think  he  made  a  correction  of  that  later. 

Q.  How  much  did  you  ascertain  to  exist  in  those  two 
groups  of  the  accounting  department  between  your  com¬ 
putations  and  Mr.  Coffman’s  short-cuts.  [2432]  A.  I 
thought  perhaps  I  had  the  work  sheets  but  I  see  I  haven’t. 
It  was  comparatively  small. 

Q.  Which  way  did  it  run?  A.  That  I  don’t  remember. 

Q.  And  although  you  did  discover  some  difference  exist¬ 
ing  in  those  two  departments,  you  nevertheless  did  not 
pursue  it  in  testing  throughout  all  of  these  departments? 
A.  No.  It  was  inconsequential  on  an  amount  of  a  million 
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dollars  or  more ;  the  difference  would  be  a  very,  very  small 
percentage. 

Q.  What  would  have  been  the  percentage  difference  as 
to  the  total  amount  of  increase  attributable  to  Social  Se¬ 
curity,  hospitalization,  and  insurance?  A.  I  can’t  tell 
you. 

Q.  That  would  have  been  a  little  more  material,  would 
it  not?  A.  I  think  it  would  have  been  a  larger  percen¬ 
tage  than  it  would  if  you  applied  it  to  the  overall. 

Q.  What  check  did  you  make  on  that  portion  of  his  ex¬ 
hibits  that  relates  to  rents?  A.  We  went  through  the 
sheets  that  he  had  sheet  by  sheet.  I  recall  one  sheet  we  dis¬ 
covered  a  correction  on,  and  I  notice  that  you  have  dis¬ 
covered  the  same  thing  in  cross-examination. 

Q.  So  that  it  had  not  been  corrected  in  the  interim? 
A.  It  had  not  been  corrected  in  the  interim.  We  checked 
[2433]  each  of  those  computations.  In  addition  to  that,  we 
obtained  from  the  man  in  charge  of  the  real  estate  depart¬ 
ment — 

Q.  Holub?  A.  Mr.  Holub,  his  sheets  in  connection 
with  his  charges  for  rentals  for  Duquesne  building,  for  the 
Central  building,  and  certain  of  the  other  property.  We 
used  Mr.  Coffman’s  overall  figure  in  getting  the  additional 
rent  that  was  computed  in  my  Exhibit  74  and  75. 

Q.  So  that  to  whatever  extent  his  exhibits  other  than 
payroll  are  subject  to  revision  or  correction  as  the  result 
of  cross-examination,  you  would  make  the  same  reservation 
that  you  did  in  regard  to  the  payroll  part  of  your  testimony ; 
is  that  right  ?  A.  Yes,  sir. 

Q.  And  the  same  would  be  true  of  his  exhibit  on  other 
expenses;  isn’t  that  so?  A.  That  is  true.  For  instance, 
we  accepted  his  number  of  additional  adding  machines  and 
computing  machines,  and  so  on.  We  made  no  independent 
check  as  to  those. 
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Q.  How  about  that  portion  of  his  exhibit  as  relates  to 
general  office  expenses?  Did  yon  make  any  independent 
study  in  that  connection,  or  did  you  accept  his  calculations? 
A.  Is  that  his  Schedule  M? 

Q.  Schedule  M  is  right,  Mr.  Hartt.  A.  We  made  no 
detailed  checks  of  that  schedule.  We  [2434]  merely  ex¬ 
amined  it  and  saw  what  he  had  done.  We  made  no  further 
checks. 

Q.  In  that  regard  again  your  testimony  would  be  subject 
to  the  same  limitations  and  restrictions  in  view  of  the  cross- 
examination  that  you  have  enunciated  before?  A.  Yes. 

Mr.  Guttmann:  No  further  cross-examination. 

Thank  you,  Mr.  Hartt. 

By  the  Examiner: 

Q.  Mr.  Hartt,  what  is  the  department  of  the  company 
that  is  charged  with  increasing  the  load  for  electric  and 
gas?  A.  You  mean  the  sales  department? 

Q.  I  don’t  know  what  it  is.  Do  you?  A.  If  I  under¬ 
stand  what  you  mean,  it  is  the  sales  department. 

Q.  The  department  that  goes  out  and  tries  to  get  new 
customers  or  tries  to  raise  the  annual  average  use.  A. 
Yes,  that  is  the  sales  department. 

Q.  That  is  a  general  department,  is  it?  A.  No.  There 
is  a  general  sales  manager,  but  under  him  are  a  sales  mana¬ 
ger  for  the  gas  department  and  sales  manager  for  the  elec¬ 
tric  department  and  they  operate  independently  of  each 
other  and  in  competition  with  each  other. 

Q.  What  do  you  think  of  the  efficiency  of  that  depart¬ 
ment?  [2435]  A.  I  think  they  have  done  a  good  job, 
especially  in  recent  years  in  the  gas  department  because  the 
gas  load  has  been  very,  very  materially  increased  over 
what  it  was  when  I  made  my  first  investigation  of  the  com¬ 
pany  in  1939. 
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Q.  How  has  the  electric  load  increased  since  1939? 
A.  Well,  it  has  increased  in  proportion  with  the  business 
of  the  town  and  at  about  the  same  ratios  as  other  utility 
companies. 

Q.  In  other  words,  if  these  ratios  which  you  rely  on, 
operating  payroll  as  to  gross  operating  revenues,  are 
ever  going  to  be  lessened,  it  will  be  dependent  upon  the 
sales  department,  won’t  it?  A.  Well,  it  could  be  lessened 
in  two  ways.  You  could  reduce  the  number  on  the  payroll 
at  the  present  time  and  lessen  the  ratio  or  you  could  in¬ 
crease  the  amount  of  product  sold. 

Q.  You  didn’t  go  on  the  net  operating  revenues  so  that 
we  are  not  interested  in  the  thermal  efficiency  of  the  plants 
or  anything  of  that  kind.  A.  I  didn’t  in  so  far  as  this 
study. 

Q.  You  didn’t  rely  on  that?  A.  That  is  correct.  I 
knew  about  it,  however,  from  previous  examinations. 

Q.  So  far  as  you  relied  on  any  operating  ratio,  it  is 
the  operating  payroll  as  to  gross  revenues,  and  if  that 
is  ever  [2436]  going  to  be  lessened,  why  there  must  be 
an  increased  load?  A.  Or  decrease  in  employees,  yes, 
sir. 

By  Mr.  Guttman: 

Q.  One  further  question,  if  I  may. 

I  recall  that  on  the  occasion  of  your  direct  examination 
some  time  ago  you  stated  generally  that  you  knew  of  some 
companies  which  had  at  one  time  operated  in  joint  operation 
where  after  segregation  there  had  been,  you  said,  no  sav¬ 
ings.  What  companies  did  you  refer  to,  sir?  A.  Well, 
I  have  known  of  a  good  many  of  them.  I  think  the  first 
company  of  any  real  size  that  was  segregated  from  a  hold¬ 
ing  company  system  was  Indianapolis  Power  &  Light.  I 
have  known  of  the  Derby  Gas  &  Electric  System;  Walling- 
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ford  Gas  Light  Company.  I  might  have  to  sort  of  look 
back  to  give  you  a  list  of  the  companies  that  I  have  been 
familiar  with  that  have  broken  off.  It  has  been  my  ex¬ 
perience  that  it  is  good  for  a  company  to  be  part  of  a 
holding  company  system  because  the  management  of  the 
company  is  constantly  aware  that  there  is  someone  who  is 
voting  his  common  stock  and  can  replace  him  as  a  chief 
executive  officer  and  who  is  watching  his  operations. 

Q.  When  you  said  that  you  knew  of  these  companies 
and  that  there  had  been  no  savings  resulting  from  segrega¬ 
tion,  do  you  know  whether  there  was  any  loss  of  economies 
resulting  in  connection  with  any  of  these  from  segregation! 
A.  Well,  I  would  have  to  check  before  I  could  give  you  a 
[2437]  definite  answer.  I  don’t  know  of  any  offhand. 

By  the  Examiner : 

Q.  Mr.  Hartt,  are  you  familiar  with  any  figures  about 
sales  expense  as  to  gross  revenues?  A.  In  connection 
with  one  efficiency  study  I  made  I  inquired  in  regard  to  that 
from  a  number  of  companies  and  I  found  that  the  policies 
are  quite  widely  different  between  companies.  Some  com¬ 
panies  have  very  large  amounts  of  sales  expense  and  other 
companies  have  comparatively  small  amounts.  It  seems  to 
depend  upon  the  management  of  the  company  as  to  the 
extent  of  the  sales  expense. 

Q.  When  you  first  knew  this  company  in  1939,  its  an¬ 
nual  average  use  per  residential  customer  was  somewhere 
in  the  order  of  S00  kilowatts,  wasn’t  it?  A.  I  think  that 
is  about  it.  I  don’t  remember  exactly. 

Q.  Now  it  is  around  1200  or  1300?  A.  I  believe 
so,  yes. 

Q.  Do  you  think  that  shows  efficient  management?  A . 
Yes,  I  think  that  shows  aggressive  management.  It  shows 
that  they  have  been  getting  additional  business  as  time 
goes  on.  A  good  deal  of  that  business  was  gotten,  of 
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course,  by  a  good  salesman.  There  will  be  some  growth, 
I  think,  if  you  had  no  salesmen. 

[2438]  Q.  Could  you  give  us  any  idea  of  the  sales  ex¬ 
pense  on  the  electric  department?  I  don’t  mean  advertis¬ 
ing.  I  mean  sales,  sales  per  month.  A.  I  haven’t  that 
information  here  with  me,  no,  sir. 

Q.  Did  you  see  it  from  Mr.  Coffman’s  figures?  Is  it 
broken  down  in  any  way?  A.  No,  sir. 

Q.  It  is  not?  A.  No.  The  sales  expense  is  a  direct 
charge  and  the  only  charge  for  sales  expense  that  originates 
from  the  figures  used  by  Mr.  Coffman  is  the  general  sales 
manager.  Then  there  is  in  connection  with  the  branch 
offices  a  salesman  or  two  in  each  of  those  offices,  sometimes 
four  or  five. 

Q.  What  sort  of  a  man  do  they  have  for  getting  new 
industrial  customers  ?  A.  They  have  a  number  of  people 
in  that  territory.  Their  time  is  charged,  however,  directly 
to  Duquesne  Light  or  if  they  are  in  the  gas  department, 
directly  to  Equitable  Gas  Company. 

Q.  But  from  Mr.  Coffman’s  exhibits  it  is  not  possible 
to  break  down  the  sales  expense?  A.  No,  sir. 

Q.  Or  what  they  have  done?  A.  No,  sir. 

Q.  But  that  is  the  main  way  of  increasing  the  perform¬ 
ance  [2439]  of  this  operating  ratio  which  you  relied  on  to 
show  the  efficiency  of  the  company?  A.  That  is  the 
major  way  to  get  additional  business  and  hold  down  your 
ratio,  yes,  sir. 

Q.  Do  you  think  that  would  be  helpful  to  the  Commis¬ 
sion  to  have  that  in  greater  detail  than  we  have  in  this 
record?  A.  I  think  it  would  not  be  harmful. 

Q.  Would  it  be  helpful?  A.  Yes,  I  think  it  might  be 
helpful. 
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The  Examiner:  Any  further  questions? 

Mr.  Guttmann:  Just  one  if  I  may. 

By  Mr.  Guttmann: 

Q.  I  understood  on  direct  some  time  ago,  Mr.  Hartt, 
that  you  opined  that  in  segregation  you  considered  it  to 
be  efficient  for  these  companies  to  handle  their  stock  reg¬ 
istry  and  similar  functions,  transfer  and  similar  functions, 
within  the  company  setup?  A.  Yes,  sir. 

Q.  At  present  Philadelphia  Company  and  its  subsidi¬ 
aries  do  not  so  handle  their  registry  and  transfer  functions, 
do  they?  A.  Well,  they  handle  a  certain  amount  of  it 
in  connection  with  certain  securities. 

Q.  What  securities  do  they  handle  exclusively  within 
the  companies  ?  A.  They  are  transfer  agent  for  the  pre¬ 
ferred  stock  of  [2440]  the  Consolidated  Gas  Company  of 
Pittsburgh. 

Q.  How  many  shares  of  that  is  outstanding  in  the  public 
hands  ?  A.  5,404  shares,  shown  on  Page  59  of  the  report. 

Q.  Those  are  the  shares  owned  by  Philadelphia  Com¬ 
pany  itself,  are  they  not?  A.  You  are  right.  I  haven’t 
the  total  number  of  shares.  The  outstanding  shares  are 
40,000. 

Mr.  Hackney:  That  is  common  stock? 

The  Witness:  That  is  preferred  stock.  Consolidated 
Gas  Company,  the  City  of  Pittsburgh. 

By  Mr.  Guttmann: 

Q.  Of  which  roughly  34,000-odd  are  in  the  hands  of  the 
public?  A.  Yes. 

Q.  Do  you  know  how  closely  those  34,000-odd  shares 
are  held?  A.  No,  I  don’t 


Testimony — Jay  Samuel  Hartt — Cross.  1581a 

Q.  What  other  securities  other  than  the  preferred  stock 
of  Consolidated  Gas  of  Pittsburgh  are  handled  -within  the 
company  so  far  as  registry  and  transfer  is  concerned,  if 
any?  A.  The  Philadelphia  Company  is  co-transfer  agent 
with  Chase  National  Bank  for  the  Fidelity-Philadelphia 
Trust  Company  on  the  $6  cumulative  preferred  stock  and 
the  $5  cumulative  preferred  stock  of  the  Philadelphia  Com¬ 
pany.  I  [2441]  think  that  is  all  the  stock. 

Q.  So  that  would  you  not  say  that  to  the  extent  that 
the  companies  are  not  presently  handling  their  stock  trans¬ 
fer  and  registry  problems,  men  in  the  companies  themselves, 
in  the  light  of  your  previously  expressed  standard,  there 
would  be  an  absence  of  efficiency  presently!  A.  Well, 
for  stock  that  is  listed  on  a  recognized  stock  exchange,  there 
must  be  a  transfer  agent  outside  of  the  company.  For  stock 
that  is  not  listed,  then  the  company  can  be  the  transfer 
agent.  Those  are  the  only  two  stocks  in  the  Philadelphia 
System  that  are  listed. 

Q.  Was  it  your  assumption,  then,  that  in  segregation 
the  securities  would  be  unlisted  securities?  A.  I  sug¬ 
gested  that  whatever  gas  securities — see,  the  common 
stock  of  the  gas  company  is  now  owned  within  the  system, 
so  there  is  no  outside  interest.  If  the  company  were  segre¬ 
gated,  there  would  be  some  sort  of  a  gas  company  who  would 
have  securities  and  it  was  my  thought  that  they  would  be 
better  not  to  list  the  securities  and  to  be  their  own  transfer 
agent. 

Q.  So  that  your  comment  was  limited,  then,  to  the  gas 
company’s  securities  in  segregation?  A.  The  gas  and 
the  railway. 

Mr.  Guttmann:  No  further  questions.  Thank  you  very 
much,  Mr.  Hartt. 

[Here  follows  an  overnight  adjournment,  together  with 
statements  by  the  Examiner  as  to  the  trial  procedure.] 
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[2446]  Redirect  Examination. 

By  Mr.  Hackney: 

Q.  Mr.  Hartt,  at  yesterday’s  session  yon  mentioned 
the  Northern  Indiana  Public  Service  Company,  I  believe, 
in  connection  with  the  ratios  of  payroll  to  gross  revenues. 
Have  you  had  some  connection  with  that  company!  A. 
Yes,  sir,  from  1938  to  1945 - 

[Here  follows  an  objection  by  Commission  counsel  which 
was  overruled.] 

[2447]  The  Witness:  From  193S  until  1945,  I  was  co¬ 
trustee  of  the  Midland  Utilities  Company  who  owned  all 
of  the  common  stock  of  Northern  Indiana  Public  Service 
Company.  From  1935  until  about  three  months  ago,  as 
president  of  Midland  Utilities  Company,  I  had  control  of 
the  largest  block  of  stock  in  the  company  and  thereby  had 
some  control  over  the  company.  For  a  number  of  years 
back  I  have  been  a  director  of  the  company  and  still  am  a 
director  of  the  company. 

By  Mr.  Hackney: 

Q.  What  are  the  ratios  of  payroll  to  gross  revenues  in 
that  company,  Mr.  Hartt! 

-1/r.  Guttmann:  Objected  to;  no  showing  of  compar¬ 
ability. 

The  Examiner:  I  will  overule  the  objection. 

Mr.  Guttmann:  Exception. 

The  Witness:  It  is  20.5  per  cent  of  gross  revenue  if 
you  consider  the  payroll  as  is.  If  you  consider  that  the 
company  [2448]  purchases  a  very  large  part  of  its  power 
to  make  it  comparable  with  Duquesne  Light,  it  would  be 
necessary  to  have  additional  men  to  run  a  power  plant. 
The  ratio  would  increase  to  about  21.3  per  cent. 
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The  Examiner:  What  you  are  saying,  Mr.  Hartt,  is  that 
this  company  purchases  a  large  amount  of  its  power  and  its 
operating  ratio  is  low  on  account  of  that? 

The  Witness:  Yes,  sir. 

The  Examiner:  And  to  be  comparable  with  Duquesne, 
who  doesn’t  purchase  a  large  quantity  of  power,  the  true 
ratio  to  reflect  that  difference  would  be  21  and  something? 

The  Witness:  That  is  right. 

By  Mr.  Hackney: 

Q.  Mr.  Hartt,  yesterday  on  cross-examination,  you  were 
asked  some  questions  about  the  garage  equipment.  I  believe 
you  made  some  statement  as  to  that  equipment  being  owned 
by  Philadelphia  Company.  During  the  recess  have  you  had 
occasion  to  check  your  answer  to  those  questions?  A.  I 
have.  I  checked  that  with  Mr.  Harmon,  who  is  comptroller 
of  the  Philadelphia  Company  and  subsidiaries,  and  he  in 
turn  has  made  a  further  check  and  has  advised  me  definitely 
that  the  garage  equipment  at  both  Lexington  Avenue  and 
Manchester  is  owned  by  Equitable  Auto  Company. 

Q.  You  were  also  asked  some  questions  with  reference  to 
your  opportunity  to  make  a  study  of  the  operating  efficiency 
[2449]  of  Kentucky  West  Virginia  Gas  Company.  Will 
you  tell  the  Examiner,  please,  for  the  record,  just  what  op¬ 
portunity  you  had  to  make  a  study  of  the  operating  effi¬ 
ciency  of  that  company?  A.  In  addition  to  the  various 
times  at  which  I  have  examined  that  company  in  connection 
with  valuation  reports  and  in  connection  with  the  recapitali¬ 
zation  of  the  Philadelphia  Company,  about  a  year  ago  I  was 
a  witness  for  the  company  in  connection  with  a  rate  case 
before  the  Federal  Power  Commission.  Part  of  my  work 
on  Kentucky  West  Virginia  at  that  time  revolved  around 
an  analysis  of  the  average  rate  of  pay  of  all  employees  per 
hour  from  the  time  the  company  was  formed  up  to  the  pres¬ 
ent  time  by  years  on  the  December  payroll  of  each  year.  I 
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also  made  a  projection  of  the  income  of  that  company,  that 
is,  the  revenues  and  expenses  of  that  company,  for  five 
years,  1947  to  1951, 1  believe,  inclusive.  Mr.  Fleger  tells  me 
1946  to  1950,  a  five  year  period. 

Q.  And  in  connection  with  that  study,  did  you  have  oc¬ 
casion  to  study  the  manpower  situation  and  efficiency  of 
that  company?  A.  Yes.  I  had  an  opportunity  to  see  the 
situation,  see  the  number  of  employees  in  each  department. 
I  testified  yesterday  that  in  that  connection  my  employees 
had  to  do  a  considerable  amount  of  work  that  they  usually 
get  companies  to  furnish  the  information  to  me,  because  of 
the  shortage  of  manpower. 

Q.  Also  yesterday,  in  connection  with  your  cross- 
examina-  [2450]  tion,  you  made  a  statement  that  if  you  had 
made  an  original  study  you  would  have  had  to  have  a  recess 
for  two  or  three  months  until  you  could  have  gone  into  the 
details  more  completely.  Upon  what  assumption  or  basis 
was  that  statement  made,  Mr.  Hartt.  A.  That  was  based 
upon  the  assumption  that  I  had  as  much  knowledge  as  I 
have  now  of  the  properties,  but  that  I  made  an  entirely 
original  study  without  the  assistance  of  any  of  Mr.  Coff¬ 
man’s  figures. 

Q.  How  about  your  own  background  and  experience 
in  connection  with  Philadelphia  Company  and  the  subsidi¬ 
aries?  A.  I  said  that  I  had  the  same  amount  of  know¬ 
ledge  that  I  now  have  of  the  companies. 

Q.  If  you  had  started  cold,  so  to  speak,  without  that 
background  of  experience  and  knowledge  of  Philadelphia 
Company  and  subsidiaries,  how  long  would  it  take  you  to 
make  the  study?  A.  Well,  it  would  take  me  longer.  I 
can’t  tell  you  exactly. 

Q.  Did  you  feel  it  necessary,  in  connection  with  your 
independent  judgment  to  which  you  have  testified,  to  make 
a  completely  independent  study  at  this  time?  A.  No.  I 
had  the  benefit  of  all  of  the  data  which  had  been  extracted 
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from  the  books  and  records  of  the  company  by  Mr.  Coffman 
and  I  accepted  those  as  being  accurate  and  I  didn’t  feel  that 
it  was  necessary  for  me  to  again  abstract  the  same. 

[2451]  Mr.  Hackney:  That  is  all. 

Recross-examinatio-n: 

By  Mr.  Guttmann: 

Q.  Mr.  Hartt,  now  that  you  have  heard  and  read  the 
cross-examination  of  Mr.  Coffman,  and  particularly  with 
reference  to  his  exhibits  that  you  did  rely  upon,  do 
you  still  feel  that  you  would  be  justified  in  accepting 
his  exhibits?  A.  Well,  I  feel  that  I  was  justified  in 
accepting  the  original  information  which  he  abstracted 
from  the  company’s  records.  There  was  no  serious  error, 
at  least  that  I  know  of,  that  was  developed  in  regard  to 
that.  There  was  an  error,  as  I  have  testified,  and  I  have 
made  the  answers  which  I  gave  you  yesterday  subject  to 
those  errors. 

Q.  Did  you  keep  any  tabulation  of  the  amount  repre¬ 
sented  by  errors  that  were  developed  in  Mr.  Coffman’s 
studies  on  cross-examination?  A.  No,  sir. 

Q.  Did  you  make  any  tabulation  of  the  inconsistencies 
therein?  A.  No,  I  did  not. 

Q.  Now,  Mr.  Hartt,  this  morning  you  have  testified 
that  the  ratio  you  found  existing  between  payroll  and 
gross  revenues  in  connection  with  Northern  Indiana  Public 
Service  Company  is  20.5  per  cent,  which  you  then  adjusted 
to  make  it,  as  you  said,  more  nearly  comparable  to  the 
situation  existing  with  Duquesne,  [2452]  to  21  and  a  frac¬ 
tion  per  cent?  A.  That  is  right. 

Q.  Just  what  did  you  do  in  bringing  about  that  adjust¬ 
ment?  A.  I  assumed  that  there  would  be  at  least  100 
additional  employees  to  operate  the  generating  capacity 
that  would  be  needed  to  replace  the  purchased  power. 
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Q.  How  much  generating  capacity  would  be  needed  to 
replace  the  purchased  power?  A.  Roughly  160,000  kilo¬ 
watts. 

Q.  What  is  the  capacity  of  the  Phillip  station  of 
Duquesne?  A.  I  don’t  believe  I  have  that  before  me. 

Witness  Fleger:  Do  you  want  me  to  give  it? 

Mr.  Guttmann:  If  you  will. 

Witness  Fleger:  The  rated  capacity  of  the  Phillip 
station  is  60,000  kilowatts  and  the  maximum  capability, 
which  occurs  in  winter  months,  is  74,000  kilowatts. 

Mr.  Guttmann:  Thank  you,  Mr.  Fleger. 

By  Mr.  Guttmann: 

Q.  Can  you  tell  us  how  many  employees  Duquesne  has 
engaged  in  work  at  the  Phillip  plant  connected  with  the 
generating  of  energy?  A.  No,  but  I  can  tell  you  the 
number  of  employees  that  Northern  Indiana  has  in  operat¬ 
ing  a  65,000  kilowatt  one-unit  station. 

[2453]  Q.  I  am  interested  in  Duquesne.  You  don’t 
have  that  information,  do  you,  Mr.  Hartt?  A.  I  do  not. 

Q.  Do  you  have  any  general  yardstick  that  you  employ 
similar  to  those  you  discussed  yesterday  that  would  be 
related  to  number  of  employees  in  ratio  to  generating 
capacity?  A.  No. 

Q.  As  testing  efficiency?  A.  It  varies  very  much 
between  stations,  depending  upon  the  conditions  under 
which  they  operate  and  the  size  of  the  units. 

Q.  Now,  speaking  of  Midland  United,  how  many  em¬ 
ployees  per  million  of  gross  revenues  does  it  have — pardon 
me,  Northern  Indiana?  A.  Northern  Indiana  Public 
Service? 
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Q.  Yes,  sir.  A.  78,  after  adding  in  100  employees  for 
the  power  plant  situation.  If  you  take  out  the  100  em¬ 
ployees  it  is  75. 

Q.  And  how  many  customers  per  employee,  that  being 
your  third  yardstick?  A.  148. 

Q.  Is  that  before  adding  in  your  100  or  after?  A. 
That  is  after. 

Q.  How  many  before?  A.  154. 

[2454]  Q.  Now,  what  are  the  operating  payrolls  and 
gross  revenue  figures  for  Northern  Indiana  Public  Service 
that  you  employed?  A.  The  revenues  are  $32,787,000, 
of  which  $19,625,000  is  electric ;  there  are  3S0,211  customers, 
of  which  164,953  are  electric,  191,506  are  gas,  23,752  are 
water;  the  operating  payroll,  $6,720,000. 

Q.  And  what  did  you  consider  the  increase  in  payroll 
attributable  to  the  100  additional  employees  that  you  cal¬ 
culated?  A.  I  increased  that  to  $7,000,000.  That  would 
be  $2S0,000  for  100  employees. 

Q.  That  is  an  increase  of  an  average  of  $2800  per  em¬ 
ployee,  then?  A.  That  is  right.  I  merely  rounded  the 
figures  off,  you  understand.  I  didn’t  go  through  our  pay¬ 
roll  and  find  out  what  our  average  per  power  plant  em¬ 
ployee  was. 

Q.  Now,  the  gas  that  is  sold  by  Northern  Indiana,  is 
that  natural  gas  or  manufactured  gas?  A.  They  sell 
all  kinds  of  gas.  They  have  natural  gas,  they  sell  in  Gary 
coke  oven  gas,  in  East  Chicago,  Hammond,  Michigan  City, 
they  sell  a  mixture  of  coke  oven  gas,  of  oil  still  gas,  of 
butane,  propane  and  every  other  thing  in  order  to  get  a 
mixture,  and  natural  gas  is  mixed  in — it  depends  on  the 
supply  available.  They  have  contracts  with  the  oil  re¬ 
fineries  and  get  whatever  they  can  from  the  refineries  and 
then  [2455]  build  it  into  the  proper  B.  t.  u.  gas  from  other 
sources.  In  South  Bend  they  sell  coke  oven,  they  sell  gas 
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made  from  coal,  and  they  also  sell  this  mixed  gas  that  I 
have  just  described.  In  Fort  Wayne  they  sell  straight 
natural  gas. 

Q.  Is  that  natural  gas  which  is  sold  by  Northern  Indiana 
largely  from  Indiana  fields?  A.  No.  The  gas  at  Fort 
Wayne  is  obtained  from  Panhandle  Eastern  Pipe  Line 
Company  and  the  natural  gas  that  is  used  in  the  Chicago 
area  is  obtained  from  the  Pipe  Line  of  North  America. 

Q.  Is  there  any  production  that  the  company  has  of  its 
own  in  Indiana?  A.  No,  sir. 

Q.  Does  it  have  any  of  its  own  production  any  place? 
A.  It  produces  no  natural  gas.  It  makes  gas,  especially  in 
a  plant  at  South  Bend.  That  is  the  largest  plant  at  which 
they  make  gas. 

Q.  Now,  Mr.  Hartt,  if  the  Northern  Indiana  Public 
Service  Company,  like  the  gas  companies  in  the  Philadel¬ 
phia  Company  group,  sold  all  natural  gas  it  is  true,  is  it 
not,  that  the  payroll  of  the  Northern  Indiana  Public  Service 
Company  would  be  somewhat  lower  that  it  is  under  the 
present  basis  of  a  large  amount  of  manufactured  gas  in¬ 
cluded?  A.  Let’s  say  that  you  would  expect  that  it  would 
be.  However,  you  can’t  be  sure  because  you  don’t  know 
under  what  conditions  you  would  get  the  natural  gas, 
whether  the  company  [2456]  produced  it  or  whether  they 
bought  it  from  some  other  pipe  line,  or  what  the  conditions 
were. 

Q.  The  payroll  would  certainly  be  lower  in  any  event, 
would  it  not?  A.  It  depends  on — if  they  produced  their 
own  gas  and  it  happened  that  they  had  a  great  many  small 
wells  and  had  to  have  a  good  deal  of  compressor  station 
equipment,  a  lot  of  pipe  lines,  and  so  on,  the  payroll  might 
conceivably  approximate  what  it  does  now. 

Q.  Well,  now,  as  a  matter  of  fact,  Mr.  Hartt,  you 
wouldn’t  believe  that  it  would  be  practical  today  for  a 
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company  in  Indiana  to  attempt  to  obtain  its  supply  from 
local  wells,  would  you?  A.  No,  I  don’t  believe  so.  That 
is  why  I  said  and  I  answered  you  that  I  would  say  you 
would  expect  it  to  be. 

Q.  At  any  rate,  so  far  as  the  gas  element  is  concerned, 
there  is  an  absence  of  true  comparability  between  Northern 
Indiana,  which  has  a  large  measure  of  manufactured  gas, 
and  the  gas  units  of  the  Philadelphia  Company,  isn’t  that 
right?  A.  In  so  far  as  the  gas  is  concerned,  yes.  How¬ 
ever,  in  so  far  as  the  electric  is  concerned,  Northern  Indiana 
sells  a  large  amount  of  wholesale  power  to  the  United  States 
Steel  Corporation  and  other  steel  companies  in  the  area. 

Q.  And  what  part  of  Northern  Indiana’s  electric  gen¬ 
eration  is  hydro?  [2457-2467  (sic)]  A.  It  is  less  than 
1  per  cent.  Perhaps  1  per  cent  is  a  little  low,  but  it  is — 
let’s  say  it  is  less  than  5  per  cent. 

[2468]  Q.  You  have  testified  yesterday  and  again  this 
morning  on  the  direct  about  these  studies  that  you  made 
relating  to  the  efficiencies  of  Kentucky-West  Virginia.  You 
stated,  I  believe,  that  those  were  made  in  connection  with 
the  pending  rate  case  about  a  year  ago. 

Q.  They  were  not,  however,  made  in  connection  with 
segregation,  were  they?  A.  No,  sir. 

Q.  And  had  no  reference  to  the  issue  of  segregation, 
did  they?  A.  No,  sir. 

Q.  Isn’t  it  a  fact  in  connection  with  Northern  Indiana 
Public  Service  Company  that  speaking  of  its  own  gener¬ 
ation  of  current,  the  ratio  of  hydro  capacity  to  total  capac¬ 
ity  is  somewhere  around  21  per  cent?  A.  No,  sir. 

Q.  Are  you  acquainted  with  the  Directory  of  Electric 
and  Gas  Utilities  in  the  United  States  for  1946,  issued  by 
the  Federal  Power  Commission?  A.  Yes,  sir. 
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Q.  If  I  told  you  that  it  was  therein  stated,  referring  to 
Northern  Indiana  Public  Service  Company,  at  page  de¬ 
signated  S7  thereof,  “Generating  Capacity- KW-Hydro, 
19,305;  Generating  capacity-KW-Steam,  70,500;  Total 
89, SOS”  would  you  accept  those  figures  as  being  correct? 
[2469]  A.  In  so  far  as  capacity  is  concerned,  yes. 

Q.  That  is  what  I  was  referring  to.  A.  I  thought 
your  questions  referred  to  kilowatt  hours  generated. 

Q.  It  was  specifically  capacity.  A.  I  misanswered 
you,  because  I  misunderstood  your  question. 

Q.  Mr.  Hartt,  one  of  the  background  bases  upon  which 
you  claimed  general  acquaintanceship  with  the  affairs  of 
these  companies  was  your  connection,  I  believe,  in  the 
matter  of  Standard  Gas  &  Electric  Company,  File  No. 
54-72,  and  Standard  Gas  &  Electric  Company,  Respondent, 
File  No.  59-66,  before  this  Commission,  wherein  you  in¬ 
troduced,  among  others,  an  exhibit  numbered  15,  comprising 
an  initial  list  of  information  required  by  Jay  Samuel  Hartt 
for  use  in  connection  with  his  appraisal  of  the  investments 
of  Standard  Gas  &  Electric  Company,  is  that  not  right? 
A.  I  don’t  recall  offhand  the  numbers,  but  if  you  say  they 
are  the  numbers,  I  will  accept  it.  I  did  file  such  an  exhibit. 

Q.  Was  the  information  that  you  requested  from  the 
companies,  with  regard  to  wages  and  number  of  employees, 
including  average  number  of  employees  and  annual  amount 
of  payroll,  divided  in  some  five  classifications,  generally 
the  only  information  that  you  requested  in  that  proceeding 
that  would  [2470]  have  any  bearing  on  that  proceeding, 
of  either  economies  or  efficiencies  ? 

Mr.  Hackney:  Can  the  witness  see  the  exhibit,  Mr. 
Guttmann? 

Mr.  Guttmann:  Yes,  indeed. 

The  Witness:  No. 
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By  Mr.  Guttmann: 

Q.  What  other  similar  data  did  you  require?  A. 
Well,  I  required  data  that  took  thirteen  pages,  to  merely 
list  the  information  desired,  and  all  of  that  information  had 
some  bearing  in  determining  the  efficiencies  of  operation 
of  the  company — that  one  thing  that  you  mentioned  per¬ 
haps  is  the  most  direct  question,  but  it  is  by  no  means  all 
of  the  information. 

Q.  When  did  you  last  review  the  information  that  you 
obtained  from  the  company  in  the  course  of  that  pro¬ 
ceeding?  A.  You  are  speaking  of  Kentucky-West  Vir¬ 
ginia  ? 

Q.  No,  Standard  Gas  &  Electric  Company.  The  com¬ 
panies  in  the  Philadelphia  Company  System  from  which 
you  required  this  information  set  forth  in  the  document  that 
has  been  marked  Exhibit  15  in  the  cause  that  I  have  cited 
for  the  record. 

The  Examiner:  What  is  the  exhibit  number? 

Mr.  Guttmann:  15,  sir. 

The  Witness:  I  don’t  have  a  recollection  of  reviewing 
[2471]  this  since  the  rate  case,  in  connection  with  the 
Kentucky-West  Virginia  and  Pittsburgh  &  West  Virginia 
Company. 

By  Mr.  Guttmann: 

Q.  That  was  a  year  ago,  wasn’t  it?  A.  About  a  year 
ago,  yes,  sir. 

Q.  You  have  testified  this  morning  that  you  checked 
with  Mr.  Harmon  since  yesterday,  on  the  accuracy  of  some 
of  the  information  that  you  had  stated,  with  reference  to 
garage  equipment,  the  basic  portion  of  which  had  been  sup¬ 
plied  to  you,  as  you  said,  by  Mr.  Page,  and  Mr.  Harmon  in- 
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dicated  to  you  that  your  basic  information  supplied  by  Mr. 
Page  bad  been  erroneous ;  isn’t  that  right?  A.  Mr.  Page 
gave  me  the  information  in  conversation,  and  it  is  possible 
that  I  misunderstood  him,  but  I  was  positive  that  he  said 
Philadelphia  Company.  Perhaps  he  meant  Equitable  Auto 
and  he  said  Philadelphia  or  perhaps  I  misunderstood  him. 
At  least  Mr.  Harmon  checked  on  it  and  I  believe  he  talked 
to  Mr.  Page,  although  I  didn’t  examine  him  about  it. 

Q.  Have  you  checked  with  Mr.  Harmon  or  any  other 
responsible  officials  of  the  Company  since  discovering  that 
inaccuracy,  to  test  whether  or  not  you  had  similarly  received 
inaccurate  or  incorrect  information  from  others  of  the  Com¬ 
pany  personnel  in  the  course  of  your  conversations  and 
which  has  been  reflected  in  your  testimony  before  the  Com¬ 
mission?  [2472]  A.  The  only  other  thing  which  I 
checked  since  yesterday  was  I  checked  my  recollection  of 
where  the  books  and  records  of  the  Kentucky  West  Virginia 
were  kept,  and  Mr.  Harmon  verified  my  recollection  that 
all  those  books  were  kept  at  Ashland,  Kentucky.  The  only 
records  that  are  in  the  Philadelphia  office,  that  is,  as  far  as 
original  entry  records,  are  the  minute  records  of  the  Sec¬ 
retary  of  the  Company,  and  copies  of  those  minutes  are  also 
kept  at  Ashland,  but  the  originals  are  kept  at  Pittsburgh. 

Q.  How  about  the  fixed  capital  accounts, — are  they 
kept  in  Ashland  also,  for  Kentucky  West  Virginia?  A. 
Yes. 

Q.  Did  you  hear  or  read  the  testimony  of  Mr.  Coffman 
with  regard  to  the  place  at  which  the  records  of  Kentucky- 
West  Virginia  are  maintained?  A.  I  was  present  when 
he  was  testifying  in  regard  to  it. 

Q.  Do  you  recall  his  testimony?  A.  I  don’t  recall  it, 
except  that  I  have  the  impression  that  he  was  confused  in 
regard  to  it. 


[Here  follows  a  recess.] 
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[2473]  Whereupon: 

E.  C.  Stone,  previously  sworn,  resumed  his  testimony: 

Direct  Examination: 

By  Mr.  Hackney: 

Q.  Mr.  Stone,  you  have  already  been  sworn  and  have  tes¬ 
tified  in  this  proceeding?  A.  Yes,  sir. 

Q.  And  you  have  testified  to  the  increase  in  payroll  costs, 
with  particular  reference  to  an  increase  over  the  increases 
testified  to  by  Mr.  Hartt?  A.  Yes. 

Q.  Now,  are  there  any  other  costs  that  should  be  consid¬ 
ered  in  your  study,  along  with  the  payroll  costs  to  which 
you  have  already  testified?  A.  Yes.  There  are  the  ele¬ 
ments  of  Social  Security  Annuity,  Group  Insurance  and 
Hospitalization,  which  is  associated  with  the  payroll  costs, 
there  is  the  matter  of  rents  on  the  space  that  would  be  occu¬ 
pied  by  the  employees,  which  Mr.  Hartt  and  myself  con¬ 
cluded  were  necessary,  and  certain  other  office  expenses 
that  related  to  those  additional  employees. 

[2474]  Q.  Have  you  already  seen  Philadelphia  Exhibit 
74?  A.  Yes,  sir. 

Mr.  Guttmann:  Now,  if  your  Honor  please,  I  submit 
that  since  the  testimony  of  Mr.  Stone  and  Mr.  Hartt  has 
already  been  shown  to  be  cumulative,  unless  there  is  some¬ 
thing  additional  which  has  not  been  part  of  their  joint 
study,  to  which  Mr.  Stone  is  to  testify,  we  think  it  would  he 
conservative  of  time  to  consider  that  the  study  has  jointly 
been  made  and  that  the  effect  of  his  testimony  could  only 
he  cumulative. 

The  Examiner:  Well,  I  am  inclined  to  agree  with  the 
objection,  but  if  you  press  it,  why,  we  will  hear  it.  I  think 
it  is  cumulative.  I  think  the  witness  has  already  testified 
that  he  heard  Mr.  Hartt  testify  and  whatever  he  said  was 
correct. 
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Mr.  Hackney:  Can  the  record  show  that  the  witness  is 
here  and  is  prepared  to  testify,  if  necessary,  and  with  that 
understanding  I  will  proceed  along  the  line  of  your  Honor’s 
suggestion. 

The  Exaniiner:  If  you  want  to  go  ahead  and  have  some 
reduplication,  why,  I  will  hear  it.  I  will  overrule  the  ob¬ 
jection.  I  think  it  is  cumulative. 

Mr.  Hackney:  I  want  to  conform  with  your  Honor’s 
suggestion,  but  I  want  the  record  to  show  that  he  is  here, 
and  is  prepared  to  testify. 

[2475]  By  Mr.  Hackney: 

Q.  Xow,  Mr.  Stone,  you  have  heard  the  testimony  given 
by  Mr.  Hartt,  with  reference  to  the  items  shown  upon  Phila¬ 
delphia  Exhibit  74?  A.  Yes,  sir. 

Q.  And  are  the  conclusions  expressed  by  Mr.  Hartt  in 
his  testimony  with  reference  to  Exhibit  74  the  conclusions 
which  you  have  arrived  at  as  a  result  of  your  independent 
study?  A.  Yes,  they  are. 

Q.  You  have  in  front  of  you  Philadelphia  Exhibit  74? 
A.  Yes. 

Q.  Do  the  facts  and  figures  stated  in  Philadelphia  Ex¬ 
hibit  74  represent  the  result  of  your  own  independent  study? 
A.  They  do. 

Q.  And  are  they  your  own  independent  judgment  ?  A. 
They  are. 

Q.  Xow,  Mr.  Stone,  based  upon  your  knowledge  and 
experience  with  the  utility  business,  are  the  over-all  results 
of  your  analysis  summarized  in  Philadelphia  Exhibits  73 
and  74  reasonable,  in  your  opinion?  A.  Yes,  sir;  they 
are. 

Q.  Xow,  what  are  the  major  factors  in  your  opinion, 
which  led  to  increased  costs  on  segregation?  A.  It  is 
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my  belief  that  there  are  inherently  increased  [2476]  costs 
in  segregation,  for  some  of  the  following  principal  reasons. 

First,  segregation  increases  the  number  of  departmental 
units,  and  makes  the  units  smaller.  The  effect  of  this  is 
both  to  increase  the  cost  of  management  and  to  employ 
managers  of  lesser  ability  for  the  smaller  units,  which  tends 
to  lower  efficiency. 

Second,  in  order  to  perform  the  necessary  functions  of 
each  department  unit,  minimum  organizations  will  more 
often  be  in  excess  of  those  required  to  handle  the  work  load, 
because  of  the  necessity  of  a  round-the-clock  operation,  geo¬ 
graphic  coverage,  or  provision  of  necessary  specialized 
skills. 

For  example,  in  any  utility  operation,  telephone  service 
is  required  day  and  night  and  week-ends,  and  must  be  ade¬ 
quate  to  take  care  of  emergencies  when  emergencies  arise. 

That  is  an  example  of  minimum  organization. 

Another  example  of  minimum  organization  is  the  auto¬ 
mobile  service,  which  must  be  maintained  at  night  in  order 
to  take  care  of  minimum  repairs,  gasoline  supply,  lubrica¬ 
tion,  and  other  things  that  are  necessary  to  keep  the  cars 
and  the  trucks  on  the  road  during  the  day.  Then  there  are 
the  medical  and  dental  staffs  necessary  for  each  group. 

The  utility  company  necessarily  buys  a  considerable 
amount  of  insurance  of  many  kinds,  and  each  organization 
should  have  an  insurance  specialist. 

[2477]  Training  supervisors  in  the  personnel  organiza¬ 
tion  are  very  important,  particularly  under  present  condi¬ 
tions,  with  respect  to  supervision  problems  generally,  and 
labor  problems. 

Then,  as  another  example  of  the  specialist,  in  auto  re¬ 
pair,  such  specialists  as  upholsterers,  electricians,  carbu¬ 
retor  experts  are  necessary  in  each  organization. 
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Geographically  the  branch  offices,  as  exemplified  by  the 
sales  and  service  and  treasury  collection  offices,  are  most 
essential  and  must  be  maintained. 

Thirdly,  the  flexibility  inherent  in  larger  groups  is  lost. 
Work  loads  on  those  organizations  vary  from  hour  to 
hour  and  day  to  day  and  from  month  to  month.  The  or¬ 
ganization  in  each  group  must  be  able  to  take  care  of  the 
peak  efficiently  when  it  occurs.  In  the  larger  organizations 
there  is  more  opportunity  for  concentrating  more  man¬ 
power  in  any  particular  direction  in  which  it  is  needed. 
For  example,  in  hour-to-hour  variation  the  telephone  calls 
on  the  local  exchanges,  on  the  company  exchanges,  and  on 
the  company  telephone  system  hit  their  peaks  at  different 
times  in  electric,  gas  and  transportation,  and  more  opera¬ 
tors  and  probably  more  facilities  in  total  would  be  re¬ 
quired  when  segregation  takes  place. 

Paymaster  schedules  have  peaks  which  can  be  ironed 
out  when  the  same  paymaster  group  deals  with  the  differ¬ 
ent  fields  of  activity. 

[2478]  Then  there  are  annual  reports  and  tax  returns, 
which  have  to  be  compiled  at  certain  times  in  the  year,  and 
in  comparatively  short  terms. 

In  the  automobile  service,  bad  weather  conditions  in 
the  winter,  particularly  in  the  Pittsburgh  area,  create  heavy 
peaks  at  times  on  the  automobile  organization.  Smaller 
organizations  would  be  less  able  to  handle  those  peaks. 

Then  there  are  special  situations  which  come  up,  they 
are  non-recurring  in  a  way,  but  they  keep  coming  up,  such 
as  financing,  rate  cases,  effectuating  wage  agreements,  and 
so  on. 

Four,  effective  servicing  of  operating  organizations  by 
adequate  stenographic,  telephone  and  automotive  facilities 
is  fundamental  to  efficient  operation.  This  becomes  more 
costly  in  smaller  operating  units. 
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For  example,  practically  every  departmental  unit  must 
have  at  least  one  stenographer,  even  though  in  a  small  unit 
that  stenographer  might  not  be  fully  occupied.  Additional 
phones  are  required  for  the  additional  employees  who  are 
needed  in  segregation,  and  additional  automobiles,  to 
replace  particularly  the  function  of  the  present  so-called 
utility  group  of  cars,  which  is  now  available  from  Equitable 
Auto  Company  to  the  different  operating  groups  in  succes¬ 
sion,  by  which  I  mean  the  same  car  may  be  used  by  the 
electric  group  one  day  and  the  gas  group  the  next  day  and 
the  trans-  [2479]  portation  group  the  third  day.  That  is  to 
take  care  of  the  peak  loads  and,  of  course,  is  over  and  above 
the  cars  that  are  assigned  and  in  practically  continuous 
use  for  special  purposes. 

I  think  that  answers  your  question. 

Q.  If  the  companies  in  the  Philadelphia  Company  are 
segregated,  would  there  be  a  substantial  loss  in  efficiency 
of  personnel,  resulting  from  segregation?  A.  I  am  con¬ 
vinced  that  there  would  be.  Coffman’s  Exhibits  P-58  to 
P-64,  inclusive,  set  up  the  basic  data  for  the  first  column 
of  P-65,  which  gives  the  data  in  detail  as  to  number  of 
employees,  their  compensation  and  job  titles  by  depart¬ 
ments,  in  the  present  organization. 

Exhibit  P-63  shows  the  present  allocation  of  payroll  to 
the  different  activities,  electric,  gas,  and  so  on. 

Starting  with  the  first  column  of  P-65  as  a  basis,  it  then 
becomes  necessary  to  allocate  the  existing  jobs  to  the  differ¬ 
ent  groups  in  segregation  as  required,  and  then  to  round 
out  those  organizations  with  additional  employees,  so  that 
each  departmental  unit  will  be  able  to  perform  the  neces¬ 
sary  functions.  This  means  usually  additional  personnel  to 
satisfy  the  conditions  inherent  in  segregation,  as  I  have 
just  outlined,  including  management,  minimum  organiza¬ 
tion,  sufficient  manpower  to  handle  the  work  load,  adequate 
stenographic,  telephone  and  auto  service. 
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[24S0]  The  number  of  employees  required  to  meet  the 
conditions  along  the  lines  outlined  above  must,  of  necessity, 
be  largely  a  matter  of  judgment.  The  allocations  of  payroll 
now  used,  as  set  forth  in  P-63  are  very  helpful  in  de¬ 
termining  proper  allocations  of  employees  under  segre¬ 
gation. 

As  a  basis  for  my  judgments  in  these  matters,  I  have 
made  use  of  my  own  knowledge  of  the  working  of  the  present 
organization  by  virtue  of  past  close  contact  with  it  and 
with  specific  reference  to  problems  presented  in  the  present 
situation. 

In  particular  reference  to  those  problems,  I  have  had 
many  discussions  with  departmental  heads  and  others  in 
the  organization,  who  are  in  a  position  to  give  me  informa¬ 
tion. 

[2481]  The  record  already  refers  to  comprehensive  dis¬ 
cussions  prior  to  the  beginning  of  these  hearings  which 
Mr.  Hartt  and  I  had  with  department  heads.  During  the 
past  four  weeks  I  had  further  opportunity  to  study  the 
exhibits  and  am  still  definitely  of  the  opinion  that  the  con¬ 
clusions  reached  by  Mr.  Coffman's  study — although  in  cross- 
examination  certain  errors  and  inconsistencies  were  brought 
about,  I  am  still  convinced  that  the  study  forms  a  realistic 
and  reasonably  accurate  picture  of  the  additional  costs 
that  will  inevitably  be  produced  by  segregation. 

Q.  Mr.  Stone,  in  your  opinion  would  there  be  any  in¬ 
crease  in  business  resulting  from  segregation  of  the  electric 
and  gas  businesses?  A.  No.  I  don’t  see  how  there  pos¬ 
sibly  could  be.  Both  organizations  have  aggressive,  active 
and  effective  sales  organizations.  The  two  organizations 
supervisionwise  are  independent  and  are  in  a  very  active 
competition  at  the  present  time.  The  Equitable  Gas  Com¬ 
pany  is  giving  at  least  as  good  service  as  the  other  gas  com¬ 
panies  in  the  district,  and  perhaps  I  may  be  pardoned  in 
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saying  that  I  believe  they  are  giving  better  service.  I  have 
in  mind  the  servicing  of  customer  installations  -which  Equi¬ 
table  Gas  Company  does  within  reason  on  a  service  basis 
free  of  cost.  And  the  rates  of  Equitable  Gas  Company  to¬ 
day  are  lower  than  the  rates  either  of  Manufacturers  or 
Peoples,  which  are  the  two  other  companies  [2482]  serving 
the  Pittsburgh  territory. 

Q.  Do  you  believe  it  would  be  advantageous  to  the  com¬ 
panies,  to  the  stockholders,  or  to  the  public  to  segregate 
the  subsidiaries  of  Philadelphia  Company?  A.  I  do  not. 
Someone  would  have  to  pay  these  additional  million  dollars 
a  year  of  costs.  It  would  be  undesirable  whether  it  be  the 
customers,  the  employees  by  lower  wages,  or  the  owners  of 
the  property  in  lower  dividends  and  returns. 

Q.  Mr.  Stone,  do  the  companies  in  the  Philadelphia  Com¬ 
pany  group  have  an  industrial  relations  committee?  A. 
They  do. 

Q.  Have  you  served  upon  that  committee?  A.  Yes, 
I  was  a  member  of  the  industrial  relations  committee  during 
the  period  that  I  was  vice-president  and  general  manager 
of  Duquesne  Light  Company,  which  was  from  April  1, 1938, 
to  April  1, 1947. 

Q.  What  are  the  duties  and  functions  of  that  commit¬ 
tee  ?  A.  I  would  like  to  say  that  the  committee  is  chaired 
by  the  director  of  personnel  and  includes  in  its  member¬ 
ship  the  vice-president  and  general  manager  of  the  Equi¬ 
table  Gas  Company,  representing  the  gas  group;  the  vice- 
president  and  general  manager  of  Duquesne  Light  Com¬ 
pany,  representing  the  electric  group ;  and  Mr.  Fitzgerald, 
operating  trustee  for  the  Railways  representing  the  rail¬ 
ways  ’  interests  in  [2483]  the  general  department. 

The  industrial  relations  committee  considers  and  ap¬ 
proves  where  proper  every  application  for  creation  of  a 
job  anywhere  in  the  organization;  every  application  for 
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the  taking  on  of  a  new  employee  anywhere  in  the  organiza¬ 
tion  ;  and  any  proposed  change  in  rates  either  up  or  down 
of  any  employee  in  the  organization  except  the  general 
officers. 

Q.  By  rate  you  mean  wages?  A.  Wage  rates. 

Q.  And  salaries  ?  A.  That  is  right.  Both  wages  and 

salaries. 

Q.  Is  there  anything  else  about  the  duties  and  func¬ 
tions  you  wanted  to  mention  ? 

The  Examiner:  May  I  interject  a  question  here? 

Mr.  Stone,  do  I  understand  that  the  industrial  rela¬ 
tions  committee  acts  in  a  supervisory  capacity  over  the 
personnel  department? 

The  Witness:  No,  I  wouldn’t  say  that,  Mr.  Examiner. 

The  Examiner:  Well,  will  you  explain  what  you  meant? 

The  Witness:  The  industrial  relations  committee  is  a 
company-wide  committee,  the  chairman  of  which  is  the 
director  of  personnel.  He  acts  as  a  coordinating  officer, 
conducts  the  meetings  at  which,  as  I  have  indicated,  are 
present  the  vice-president  and  general  manager  of  electric 
and  vice-president  and  general  manager  of  gas  and  the 
operating  trustee,  [2484]  Mr.  Fitzgerald,  representing  the 
Bailways’  interest  in  the  general  departments.  The  indus¬ 
trial  relations  committee  has  complete  supervision  over  the 
employment,  employment  conditions,  working  conditions, 
hut  does  not  in  any  way  supervise  or  direct  the  specific 
activities  of  the  personnel  department  which  are  sales 
activities. 

The  Examiner:  Just  what  do  you  do? 

As  I  understood  your  testimony,  you  said  you  con¬ 
sidered  every  application  for  a  job,  every  increase  in 
salary  for  every  job. 
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The  Witness:  Yes,  sir. 

The  Examiner:  Say  the  personnel  department  wants 
to  put  on  10  meter  readers  at  a  certain  salary. 

The  Witness:  They  can’t  do  it. 

The  Examiner:  They  recommend  it  be  done.  What  can 
this  industrial  relations  committee  do  ? 

The  Witness:  Well,  the  actual  procedure  would  be  that 
the  accounting  department,  which  is  responsible  for  the 
meter  reading,  would  get  out  what  we  call  an  A.  F.  E. 
form,  which  is  application  for  rate,  and  would  indicate  on 
that  form  the  number  of  additional  meter  readers  they 
wanted  to  employ  and  the  rates  at  which  they  propose  to 
employ  them  and  the  reasons  or  necessity  for  employing 
these  meter  readers.  That  application,  after  being  ap¬ 
proved  by  the  department  head,  would  go  to  this  industrial 
relations  committee.  The  industrial  [2485]  relations  com¬ 
mittee  would  have  the  authority  either  to  approve  or  dis¬ 
approve  the  application  of  the  accounting  department. 
The  industrial  relations  committee  would  not  approve  the 
application  unless  it  was  satisfied  that  the  meter  readers 
were  needed  and  that  the  rates  at  which  they  were  to  be 
employed  were  in  accordance  with  the  company’s  practice 
and  now  the  union  contract  with  respect  to  the  rates  for 
those  particular  jobs. 

By  Mr.  Hackney: 

Q.  In  connection  with  your  service  upon  the  industrial 
relations  committee,  have  you  had  any  opportunity  to 
observe  whether  or  not  there  has  been  an  excess  of  man¬ 
power  in  connection  with  the  companies  in  the  Phila¬ 
delphia  Company  group?  A.  I  certainly  have  for  the 
reason  that  every  time  an  additional  employee — I  should 
say  first  that  during  the  war  the  company  was  very  defi¬ 
nitely  shorthanded.  We  suffered  in  all  departments.  Much 
deferred  maintenance  was  postponed. 
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The  Examiner:  How  often  would  this  committee  meet? 

The  Witness:  Every  week.  It  was  supposed  to  meet 
every  week  but  it  certainly  met  at  least  once  a  month. 

The  Examiner:  Did  you  keep  minutes  of  the  meetings, 
stenographic  minutes  ? 

The  Witness:  We  did  not  keep  stenographic  minutes. 

The  Examiner:  How  would  you  act — by  majority  vote, 
or  what ! 

[2486]  The  Witness:  Act  by  majority  vote. 

The  Examiner:  And  those  votes  were  not  recorded? 

The  Witness:  The  votes  were  not  recorded.  The  actions 
of  the  committee  were  reflected  in  the  approval  of  the  appli¬ 
cations  by  the  director  of  personnel.  In  other  words,  the 
application  for  10  meter  readers  at  such  and  such  rate  hav¬ 
ing  been  approved  by  the  industrial  relations  committee 
was  then  signed  by  the  director  of  personnel,  indicating 
that  approval,  and  went  back  to  the  department  head  and 
the  payroll  department. 

By  Mr.  Hackney: 

Q.  Will  you  continue,  please,  about  your  opportunity  to 
observe  the  excess  of  manpower?  You  were  speaking  of 
the  war  years.  A.  The  war  years  we  were  very  much 
shorthanded  and  therefore  it  became  necessary,  since  V-J 
Day,  to  take  on  a  substantial  number  of  employees.  Each 
application  for  an  additional  employee  went  through  the 
industrial  relations  and  was  approved  or  disapproved  by 
the  industrial  relations.  Hence,  we  knew  exactly  what  was 
going  on  and  we  saw  to  it  that  there  was  no  cushion  put  into 
the  manpower  organization. 

Q.  What  is  the  present  situation  with  reference  to  excess 
of  manpower  in  the  companies  in  the  Philadelphia  Company 
group?  A.  No  excess  manpower  anywhere. 
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[2487]  Q.  Upon  what  basis  do  yon  reach  that  conclu¬ 
sion?  A.  I  reach  that  conclusion  on  the  basis  of  what 
I  knew  of  the  organization  as  of  April  1  when  I  ceased 
active  participation  and  checked  the  fact  there  hasn’t  been 
any  material  change  since  then;  from  the  very  fact  that 
additional  applications  for  putting  employees  on  the  pay¬ 
roll  have  passed  through  the  industrial  relations  committee 
and  checked  by  us;  and  also  by  the  fact  that  there  is  still 
some  overtime  paid.  I  think  those  are  perhaps  the  main 
reasons.  I  might  add  that  the  indications  are  that  the 
volume  of  business  which  will  be  handled  by  the  gas  com¬ 
panies  and  the  electric  companies  during  1947  will  probably 
be  the  largest  volume  of  business  in  the  history  of  the  com¬ 
panies. 

Mr.  Hackney:  You  may  cross-examine. 

The  Examiner:  May  I  ask  one  question? 

Mr.  Stone,  did  you  have  anything  to  do  with  Mr.  Hartt’s 
testimony  yesterday  as  to  the  three  yardsticks  or  efficiency 
operation? 

The  Witness:  I  looked  them  over. 

The  Examiner:  You  had  nothing  to  do  in  the  prepara¬ 
tion? 

The  Witness:  No,  sir,  nothing  to  do  with  the  preparation. 

Cross-examination: 

By  Mr.  Guttmann: 

Q.  Mr.  Stone,  I  believe  one  of  your  last  statements  this 
morning  was  that  you  visualized  the  gas  and  electric 
[2488]  volume  of  business  for  1947  as  being  the  largest  in 
the  history  of  the  company.  A.  Yes. 

Q.  Doesn’t  that  depend  so  far  as  gas  is  concerned  to  a 
considerable  extent  upon  the  availability  of  gas  supply? 
A.  The  management  of  the  gas  company  tell  me  that  they 
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have  just  recently  acquired  a  substantial  increase  in  gas 
supply  from  the  so-called  Big  Inch  line.  That  supply  mil 
undoubtedly  all  be  used  and  in  my  opinion  mil  give  the  gas 
company  a  larger  supply  of  gas  next  year  than  it  had  this 
year. 

Q.  What  is  the  amount  of  this  increase  in  supply  from 
the  Inch  line  you  say  is  substantial?  A.  18,000,000  cubic 
feet  a  day. 

Q.  What  is  that  in  reference  to  the  total  output?  How- 
does  it  compare?  A.  Probably  about  10  or  11  per  cent. 

Q.  To  what  extent  during  the  last  year,  percentagewise, 
did  the  company  fall  short  of  meeting  demand?  A.  I 
couldn’t  answer  that  question.  There  were  several  periods, 
February  and  March,  I  think  the  thing  was  corrected  by 
April,  when  it  was  necessary  because  of  shortage  of  gas 
supply  to  curtail  industrial  customers.  I  couldn’t  give  you 
a  figure  as  just  how  much  that  represented  in  proportion 
to  total  output. 

Q.  Isn’t  it  a  fact  that  during  certain  of  those  periods 
[24S9]  industrials  were  cut  off  to  the  extent  of  75  to  100 
per  cent?  A.  I  think  probably  that  was  true.  Those 
periods,  however,  for  Equitable  were  rather  limited. 

Q.  What  do  you  mean  by  rather  limited,  sir?  A. 
Comparatively  short  in  number  of  days. 

Q.  As  compared  to  what,  sir?  A.  As  compared  to 
some  of  the  other  sources  of  supply  in  western  Penn¬ 
sylvania. 

Q.  You  mean  Manufacturers  and  Peoples?  A.  Well, 
those  are  two  of  the  companies  in  western  Pennsylvania. 

Q.  What  other  companies  are  you  considering  in  com¬ 
parison  ?  A.  I  suspect  as  a  matter  of  fact  Manufacturers 
and  Peoples  were  the  principal  considerations. 

Q.  For  how  many  days,  roughly,  would  you  say  the  75 
to  100  per  cent  industrial  curtailment  of  Equitable  applied 
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during  the  past  winter  months?  A.  I  couldn’t  make  a 
guess  on  that. 

Q.  It  ran  into  several  weeks  at  least,  didn’t  it?  A. 
No,  I  don’t  think  so. 

Q.  In  the  aggregate?  A.  I  don’t  believe  so. 

Q.  But  you  are  not  certain  at  this  time?  A.  No,  I 
am  not  certain. 

[2490]  Q.  In  the  course  of  your  testimony  this  morning 
you  referred  to  the  fact  that  during  the  war  years  the 
company  was  shorthanded  and  that  a  degree  of  deferred 
maintenance  resulted.  Can  you  tell  us,  sir,  whether  or  not 
the  company  has  acquired  additional  employees  since  the 
end  of  the  war?  A.  Yes,  it  has. 

Q.  How  many,  roughly?  A.  Well,  my  guess  would 
be  that — and  I  think  it  is  a  fairly  accurate  guess — between 
300  and  400,  exclusive  of  transportation,  which  was  under 
the  direction  of  the  trustees. 

Mr.  Hackney:  Is  that  gas  alone? 

The  Witness:  No,  gas  and  electric. 

By  Mr.  Guttmann: 

Q.  Those  300  to  400  additional  employees  were  obtained 
prior  to  January  of  this  year  in  the  main,  isn’t  that  so? 
A.  Yes,  sir. 

Q.  So  that  they  would  be  reflected  in  Mr.  Coffman’s 
January  studies?  A.  Right. 

Q.  Can  you  tell  us  the  present  complement  of  personnel 
and  also  the  prewar  complement  of  personnel?  A.  Well, 
I  can  tell  you  the  present  complement  of  personnel  for  the 
entire  group,  including  transportation.  The  present  com¬ 
plement  is  very  close  to  11,000  employees.  I  couldn’t  tell 
you  what  it  was  prewar.  I  don’t  recall. 
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[2491]  Q.  Can  you  tell  us  roughly  how  that  compares? 
Whether  there  are  approximately  the  same  number  pres¬ 
ently  employed  or  a  greater  or  lesser  number  than  existed 
in  the  prewar  years  ?  A.  There  are  more  now  than  in 
the  prewar  years. 

Q.  Had  these  three  to  four  hundred  additional  em¬ 
ployees  in  the  main — I  don ’t  mean  all  of  them — been  reac¬ 
quired  or  acquired  on  the  company  payrolls  during  the  year 
1946?  A.  I  would  say  1945  and  1946. 

Q.  So  that  they  would  be  largely  reflected  in  the  1946 
picture,  wouldn’t  they,  in  the  main?  A.  Yes,  that  is 
right.  I  would  like  to  point  out  though  that  wages  were 
very  much  lower  in  1946  than  they  are  in  1947. 

Q.  That  is  due  to  the  effect  of  the  arbitration  award 
in  February  of  1947  ?  A.  Yes. 

Q.  Now,  sir,  in  so  far  as  this  deferred  maintenance  that 
you  mentioned  is  concerned,  that  is  to  some  extent  reflected 
in  Mr.  Coffman’s  exhibits,  isn’t  it?  A.  No. 

Q.  Not  at  all?  A.  Not  at  all.  For  the  reason  that 
it  might  be  reflected  to  a  very  small  degree  in  the  Equitable 
Auto  figures — I  will  take  that  back.  It  is  not  reflected  in 
Mr.  Coffman’s  exhibit  for  the  reason  that  the  deferred 
maintenance  work  is  done  by  the  operating  organization, 
which  are  not  included  in  this  [2492]  joint  group. 

With  respect  to  Equitable  Auto  Company,  the  deferred 
maintenance  has  very  largely  been  offset  by  the  acquisi¬ 
tion  of  new  vehicles  of  which  a  very  considerable  number 
of  replacements  have  taken  place  in  the  last  18  months. 

Q.  Isn’t  it  a  fact  that  the  existence  of  deferred  mainte¬ 
nance,  if  we  assume  it  to  exist,  would  necessarily  be  re¬ 
flected  in  payrolls,  for  example,  in  the  accounting  depart¬ 
ment  ?  A.  To  a  very  minor  degree,  because  the  work  on 
deferred  maintenance,  of  course,  is  the  physical  work,  it  is 
done  in  the  field,  and  there  are  some  records  turned  in,  but, 
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as  a  matter  of  fact,  the  accounting  routine  on  maintenance 
is  just  about  the  simplest  accounting  routine  that  we  have. 

Q.  How  about  the  effect  of  deferred  maintenance  on 
material  and  supply  orders?  A.  I  don’t  think  it  would 
have  very  much  effect  on  the  number  of  orders,  because  the 
coverage — during  the  limited  period  it  had  to  have  a  cer¬ 
tain  amount  of  the  various  items.  Now,  I  think  the  same 
number  of  orders  will  call  for  a  substantially  larger  volume. 
I  don’t  see  that  the  number  of  orders  will  be  increased  so 
much. 

Q.  How  about  material  transfers  and  requisitions,  would 
they  be  affected?  A.  Well,  the  material  transfers  and 
requisitions  is  a  [2493]  function  of  the  number  of  the  em¬ 
ployees  that  are  engaged  in  the  work. 

Q.  So  that  if  there  has  been  deferred  maintenance  there 
would  be  a  larger  volume  of  material  transferred  subse¬ 
quently?  A.  I  don ’t  quite  understand  what  you  mean  by 
transferred. 

Q.  There  would  be  more  material  at  the  present  time 
going  out  of  stock  to  take  care  of  deferred  maintenance  in 
the  past,  isn’t  that  so?  A.  I  think  that  is  true,  but  there 
would  be  just  as  much  material  going  out  of  stock  in  the 
joint  operation  as  in  the  segregated  operation.  I  mean,  as 
between  joint  and  segregated  operation  that  doesn’t  have 
any  effect.  It  doesn ’t  make  any  difference.  It  is  no  differ¬ 
ential. 

Q.  How  long  would  it  take  the  company,  in  your  opinion, 
to  catch  up  with  the  deferred  maintenance  program?  A. 
I  think  it  is  pretty  much  caught  up  now. 

Q.  So  that  if  there  is  a  reflection  in  the  1947  January 
figures,  in  so  far  as  deferred  maintenance  is  concerned, 
that  might  not  be  an  accurate  portrayal  of  conditions  to 
come?  A.  My  opinion  is  that  the  business  of  these  com- 
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panies  is  increasing  at  such  a  fast  rate  that  whatever  man¬ 
power  is  released  from  deferred  maintenance,  or  has  been 
released  from  deferred  maintenance,  or  will  be  in  the  next 
few  months,  will  have  to  be  absorbed  in  other  work. 

[2494]  Q.  You  are  talking  about  operating  personnel 
now  or  general  departmental  personnel!  A.  I  am  talk¬ 
ing  now  about  operating  personnel. 

Q.  What  would  be  the  comparable  situation  affecting 
the  departmental  personnel  in  that  regard!  A.  I  think 
the  departmental  personnel  are  in  a  large  way  related  to 
the  operating  personnel,  for  instance,  in  a  matter  of  payroll 
and  disbursements,  and  so  on,  the  other  functions  of  the 
accounting  department. 

The  Examiner:  We  will  take  a  recess  for  five  minutes. 

(Short  recess.) 

By  Mr.  Guttmann: 

Q.  Xow,  Mr.  Stone,  in  the  course  of  your  testimony  you 
referred  to  the  industrial  relations  committee!  A.  Yes. 

Q.  As  I  understand  your  testimony,  Mr.  Fitzgerald,  the 
operating  trustee  of  Railways,  is  one  of  the  members  of 
that  committee!  A.  Yes,  sir. 

Q.  And  you  told  us  that  that  committee  votes  on  all 
applications  for  positions,  among  other  things,  with  all  of 
the  companies  ?  A.  That  is  what  I  said. 

Q.  And  are  their  decisions  on  a  majority  vote  basis? 
A.  I  think  I  should  qualify  that  answer  in  this  [2495]  re¬ 
spect:  that  all  four  of  the  members  of  the  committee  are 
interested  in  the  employees  of  the  general  departments, 
and  that  statement  that  I  made  was  particularly  with  refer¬ 
ence  to  employees  of  the  general  departments.  In  the  case 
of  an  employee  for  exclusive  electric  operations  or  for 
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exclusive  gas  operations,  the  application  goes  to  the  com¬ 
mittee,  is  discussed  by  the  committee,  and  the  vice-president 
interested  gets  the  benefit  of  the  advice  and  comment  of  the 
other  members  of  the  committee,  but  he  as  the  operating 
executive  of  that  group  has  the  last  word  as  to  whether  or 
not  that  particular  employee  will  be  hired  for  his  group. 

Q.  Does  that  mean,  then,  that  Mr.  Fitzgerald,  the  oper¬ 
ating  trustee  of  Railways  in  reorganization,  has  to  take 
some  of  his  time  to  sit  down  and  listen  to  matters  pertain¬ 
ing  to  an  application  for  employment  of  a  man  who  will 
be  used  specifically  for  electric  company  work?  A. 
"Well,  I  will  tell  you  how  we  handle  that.  When  we  have 
a  meeting  of  the  industrial  relations  committee  the  first 
subject  that  we  deal  with  is  the  applications  affecting  the 
general  departments  in  which  Mr.  Fitzgerald  has  an  inter¬ 
est  and  as  soon  as  that  matter  is  settled  we  excuse  Mr. 
Fitzgerald. 

Q.  Xow,  let’s  consider  the  Railways  counting  room, 
which  is  a  part  of  the  general  departmental  setup  in  the 
accounting  department.  It  has  been  testified  that  that 
[2496]  function  is  a  100  per  cent  Railways  function,  al¬ 
though  it  is  in  the  departmental  setup  generally. 

What  happens  if  Mr.  Fitzgerald  wants  to  hire  a  new 
employee  for  the  Railways  counting  room?  Does  that  have 
to  be  passed  upon  by  the  other  personnel  in  the  committee  ? 
A.  If  I  understand  what  you  mean  by  counting  room,  that 
is  a  division  of  the  treasury  department,  not  the  account¬ 
ing  department. 

Q.  That  may  be,  sir,  yes.  A.  The  treasury  depart¬ 
ment  is  under  the  direction  of  Mr.  Megahan,  who  is  treas¬ 
urer  for  all  of  the  companies.  An  application  for  an  addi¬ 
tional  employee  in  the  counting  room  would  come  to  the 
industrial  relations  committee  through  Mr.  Megahan  and 
it  would  be  treated  as  a  general  department  employee, 
although  undoubtedly  Mr.  Fitzgerald’s  desires  in  the  mat¬ 
ter  would  be  given  very  serious  consideration. 


1610a  Testimony — E.  C.  Stone — Cross. 

Q.  Would  they  be  given  final  consideration!  A.  The 
action  of  the  industrial  relations  committee  with  respect 
to  employees  in  that  group  is  final. 

Q.  And  not  the  wishes  of  Mr.  Fitzgerald?  A.  What? 

Q.  Xot  necessarily  the  wishes  of  Mr.  Fitzgerald,  then? 
A.  Xo,  not  necessarily  the  wishes  of  Mr.  Fitzgerald. 

Q.  So  that  even  though  the  employees  of  the  Railways 
counting  room  are  considered  100  per  cent  employees  of 
Kailways,  [2497]  you  would  say  that  the  hiring  of  an 
employee  for  that  particular  function  would  be  treated  dif¬ 
ferently  than  the  hiring  of  a  motorman?  A.  Yes.  The 
responsibility  for  the  operation  of  the  counting  room  is 
Mr.  Megahan's  responsibility,  not  Mr.  Fitzgerald’s 
although  Air.  Megahan  functions  on  behalf  of  the  trustees 
in  that  respect. 

Q.  So  that  he  would  be,  so  far  as  Kailways  are  con¬ 
cerned,  subordinate  to  Mr.  Fitzgerald,  who  is  the  operating 
trustee,  isn’t  that  so?  A.  That  is  right. 

Q.  But  despite  that  fact  the  method  that  you  have  out¬ 
lined  is  the  method  that  is  followed  for  the  hiring  of  those 
purely  Railways  employees  who  are  in  the  general  depart¬ 
mental  setup?  A.  Right. 

Q.  Xow,  Mr.  Fitzgerald  as  operating  trustee  of  Rail¬ 
ways  is  interested  in  the  law  and  real  estate  department, 
the  law  division  thereof,  in  so  far  as  stenographic  work  and 
library  are  concerned,  isn’t  that  so?  A.  Yes.  I  think 
that  some  of  the  Railways  employees  use  the  library  and 
there  is  some  work  done  in  the  real  estate  division. 

Q.  I  am  referring  specifically  to  the  law  division  now. 
A.  The  law  division? 

[2498]  Q.  Yes.  A.  Well,  the  law  library  is  avail¬ 
able  to  the  lawyers  of  the  trustees  if  they  wish  to  use  it. 
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Q.  I  believe  Mr.  Coffman  has  testified  that,  in  addi¬ 
tion,  the  stenographic  services  of  that  division  are  avail¬ 
able  to  the  trustees  of  Railways,  isn’t  that  so?  A.  Yes. 

Q.  Now,  supposing  there  is  a  matter  before  the  indus¬ 
trial  relations  committee  involving  the  hiring  of  an  addi¬ 
tional  attorney  in  the  law  division,  does  Mr.  Fitzgerald  sit 
in  on  those  deliberations?  A.  The  legal  work  of  the 
trustees  is  handled  by  the  trustees  directly  and  is  not,  to  any 
material  extent,  at  any  rate,  handled  in  the  law  and  real 
estate  department.  I  don’t  think  that  Mr.  Fitzgerald 
would  be  interested  in  the  employment  of  an  attorney  in 
the  law  and  real  estate  department  because  he,  having  been 
employed,  would  work  for  the  companies  other  than  trans¬ 
portation. 

Q.  Now,  can  you  recall  any  specific  instance  where  an 
application  did  come  up  involving  the  hiring  of  an  attor¬ 
ney  for  the  law  division  of  the  law  and  real  estate  depart¬ 
ment  and  tell  us  whether  or  not  Mr.  Fitzgerald  actually  did 
sit  in  on  such  deliberations?  A.  I  don’t  recall  any  in¬ 
stance. 

Q.  As  a  matter  of  fact,  would  the  hiring  of  an  attorney 
[2499]  come  before  that  committee?  A.  It  certainly 
would. 

Q.  And  the  same  personnel  that  you  have  already  out¬ 
lined  would  sit  in  upon  it?  A.  Yes,  sir. 

Q.  Now,  I  believe  you  testified  some  time  ago,  when  you 
first  took  the  stand,  that  you  did  not  ever  operate  a  purely 
electric  company,  independent  company?  A.  I  think  I 
said  that  I  never  operated  a  segregated  company. 

Q.  Of  any  kind?  A.  Of  any  kind. 

Q.  Now,  when  you  testified  this  morning  as  to  what  you 
termed  the  inherent  increased  costs  in  segregation,  was 
that  on  the  basis  of  any  study  that  you  had  made  of  any 
company  or  companies  that  have  been  segregated?  A. 
No. 
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Q.  Have  you  ever  made  such  study?  A.  No. 

Q.  So  that  your  testimony  in  that  regard  represents 
your  own  theory,  your  own  idea  and  your  own  conclusion? 
A.  It  represents  my  own  ideas  and  conclusions  supple¬ 
mented  by  the  benefit  of  the  experience  that  I  have  had  in 
operating  departments.  In  other  words,  some  years  we 
had  up  the  matter  of  statistics.  Certain  statistical  work 
of  one  [2500]  nature  or  another  is  done  in  several  depart¬ 
ments,  and  a  suggestion  came  to  me  that  it  would  be  more 
economical  to  have  a  statistical  department  in  which  all  of 
this  work  would  be  grouped.  I  made  quite  a  considerable 
study  of  it  and  I  found,  firstly,  that  the  statistics  that  were 
done  in  the  different  departments  were  of  a  different 
nature.  Therefore,  combining  them  would  have  prac¬ 
tically  no  effect  on  the  volume  of  work  to  be  done;  that, 
however,  the  setting  up  of  a  separate  department  known  as 
a  statistics  department  would  involve  the  appointment  of  a 
manager,  and  the  manager  would  have  to  have  a  secretary, 
probably  have  to  have  a  file  clerk,  and  before  we  got 
through  with  the  thing  the  overhead  on  a  separate  de¬ 
partment  would  be  sufficiently  large  to  kill  it. 

I  mention  that  as  an  example  of  the  kind  of  thing  that 
you  get  into  when  you  break  down  these  larger  depart¬ 
ments. 

Q.  But  your  experience  in  that  regard  has  all  been  in 
connection  with  the  operating  of  the  Philadelphia  Com¬ 
pany  and  subsidiaries  group?  A.  Yes,  sir. 

Q.  With  regard  to  Exhibit  74,  of  which  you  spoke  a  bit 
this  morning,  you  heard  the  questions  that  I  asked  of  Mr. 
Hartt  on  cross  examination  yesterday  with  regard  to  that 
exhibit,  did  you  not  ?  A.  I  did,  yes. 

Q.  And  you  heard  his  answers  thereto,  did  you  not? 
[2501]  A.  Yes,  sir. 

Q.  And  you  would  subscribe  generally  to  the  answers 
that  he  made?  A.  I  subscribe  generally  to  Mr.  Hartt ’s 
answers. 
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Q.  On  cross  examination?  A.  Yes,  sir. 

Mr.  Guttmann:  Nothing  further. 

Thank  you,  Mr.  Stone. 

The  Examiner:  Anything  further  of  Mr.  Stone? 
(No  response.) 


[2502]  Whereupon, 

Herbert  J.  Smith,  previously  sworn,  resumed  his  testi¬ 
mony : 

Direct  examination: 

By  Mr.  Hackney: 

Q.  Mr.  Smith,  you  have  already  been  sworn  and  have 
testified  in  this  case?  A.  I  have. 

Q.  Did  you  hear  Mr.  Hartt's  testimony  yesterday  with 
reference  to  Exhibit  74  and  the  item  of  $5,000  to  which  he 
testified,  for  telephone  equipment?  A.  Yes,  I  heard  his 
testimony. 

Q.  Mr.  Hartt  testified  that  he  obtained  that  figure  from 
you  as  manager  of  the  telephone  department;  is  that  cor¬ 
rect  ?  A.  That  is  right. 

Q.  Did  you  supply  the  figure  to  him?  A.  I  did. 

Q.  Is  that  amount  of  $5,000  reasonable  and  proper,  in 
your  opinion?  A.  Yes,  it  is  a  judgment  figure,  based 
upon  certain  considerations  on  the  premises  which  we 
adopted,  and  which  appear  in  my  initial  testimony  given. 

Mr.  Hackney:  You  may  cross-examine. 
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[2503]  Cross-examination: 

By  Mr.  Guttmann: 

Q.  What  items  of  equipment  go  to  make  up  that  $5,000? 
A.  Why,  the  items  of  equipment  are  mainly  auxiliary  equip¬ 
ment  required  to  equip  approximately  7  locations  for  Bell 
Telephone  Company  switching  equipment  installations. 
They  involve  minor  building  rearrangements,  conduits,  and 
power  auxiliary  supplies.  They  are  not  telephone  equip¬ 
ment,  as  such. 

Q.  Mr.  Smith,  if  I  recall  my  visit  to  Pittsburgh  cor¬ 
rectly,  it  showed  that  in  the  Central  Building,  on  Sixth 
Avenue,  practically  every  office  had  at  least  two  instru¬ 
ments  on  every  desk  where  instruments  did  appear  at  all, 
and  in  some  instances,  three.  Isn’t  that  so?  A.  That 
statement  is  in  part  correct.  There  are  many  instances  in 
which  there  are  two  instruments,  one  of  them  being  an  in¬ 
strument  by  which  access  to  Bell  System  can  be  obtained 
through  our  PBX,  another,  a  completely  private  inter-com¬ 
municating  system,  having  its  own  instruments,  and  in  a 
few  cases  a  third  instrument,  connected  directly  to  Bell 
Exchanges,  without  any  interposition  of  a  PBX.  There 
are  few  of  those  latter,  however,  probably  no  more  than  eight 
or  nine  in  that  building. 

Q.  In  how  many  instances  would  you  say  there  is  dupli¬ 
cate  installation  of  a  PAX  and  PBX  equipment  in  the  Sixth 
[2504]  Avenue  Building?  A.  I  have  never  made  a  count 
of  that  as  such,  but  my  opinion  is  that — I  can  give  you  a 
better  figure,  but  I  can  make  an  approximation. 

Q.  If  you  would  do  so,  Mr.  Smith,  I  think  the  approxi¬ 
mation  would  be  adequate.  A.  I  would  say  that  those 
duplications  probably  exist  to  the  extent  of  approximately 
350  to  400  instruments. 

Q.  Out  of  a  total  of  how  many  installations  in  that 
building?  A.  You  mean  counting  these  duplicate  instal- 
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lations,  or  separately,  the  manual  telephones  and  the  auto¬ 
matics  ? 

Q.  In  how  many  locations  in  the  building  are  there  tele¬ 
phones,  regardless  of  whether  they  are  duplications  ?  A. 
How  many  desk  locations,  do  you  mean? 

Q.  That  is  right.  A.  I  have  never  counted  them  for 
the  building,  as  such,  but  my  opinion  would  be  that  there 
must  be  about  700. 

Q.  Of  which  between  350  and  400  would  represent  the 
duplications?  A.  I  would  say  400  is  the  more  proper 
figure. 

Q.  How  many  of  the  700  are  roughly  PAX  and  how  many 
PBX?  A.  I  think  we  have  to  go  back  to  this  desk  situ¬ 
ation.  If  you  add  700  to  400,  then  I  can  answer  your  ques¬ 
tion,  but  [2505]  if  we  go  as  to  these  desk  locations,  then 
I  would  say  there  are  700  desk  locations,  upon  which  there 
are  one  or  more  telephones. 

Q.  Of  these  700  desk  locations,  350  or  400  have  two  or 
more?  A.  That  would  be  my  opinion,  yes — I  have  never 
studied  it  for  the  building,  as  such. 

Q.  Are  there  any  desk  locations  in  the  building  where 
you  find  PAX  equipment  and  no  PBX  equipment?  A.  I 
think  there  are. 

Q.  About  how  many,  would  you  say?  A.  I  would  say 
that  that  condition  would  not  exceed  50. 

Q.  Your  PAX  equipment  is  wholly  intercommunicating 
equipment,  isn’t  it?  A.  That  is  true. 

Q.  Is  it  not  true  that  at  the  present  time  there  is  Bell 
equipment  which  could  be  available,  which  utilizes  a  holding 
key  arrangement,  and  which  could  serve  to  perform  not 
only  the  functions  now  performed  by  the  PBX  equipment, 
but  also  could  perform  the  same  functions  now  performed 
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by  the  PAX!  A.  Well,  as  to  your  question,  the  part  in 
which  you  say  “could  be  available”  I  think  that  time  enters 
into  that  consideration.  In  common  with  others,  we  have 
not  had  telephone  equipment  as  plentifully  as  we  might 
like,  but  [2506]  there  is  technically  such  a  system  available. 
It  is  an  adequate  system,  and  as  to  my  previous  testimony, 
we  have  continued  that  kind  of  a  system  for  some  of  the 
companies  which  segregate  in  the  picture  set-up  in  my 
premise. 

Q.  If  you  today  were  coming  into  the  present  set-up  of 
Philadelphia  Company,  fresh  and  brand  new  with  no  pre¬ 
vious  connection  there,  and  you  were  being  called  upon, 
visualizing  that  as  a  brand  new  set-up,  to  engineer  the  tele¬ 
phone  equipment,  would  you,  in  your  judgment,  recommend 
the  present  duplication  of  PAX  and  PBX  or  which  you 
would  be  inclined  to  recommend — assuming  that  it  was 
available — the  later  developed  type  of  equipment  that  we 
have  been  discussing,  available  through  Bell,  that  would 
perform  those  functions.  A.  I  think  I  would  make 
neither  choice  without  rather  prolonged  study  of  decisions 
that  had  been  made  in  the  past.  It  is  a  matter  of  fact  that 
the  so-called  dial  branch  exchange  was  available  back  in 
1927  at  the  time  when  our  existing  large  PBX  was  installed, 
and  the  large  PBX  which  was  new  at  that  time  was  installed 
with  the  definite  study  having  been  performed  as  to  the 
desirability  of  a  so-called  dial  branch  exchange  system  for 
several  reasons,  which  I  could  enumerate,  if  you  wish. 

Q.  You  were  not  in  charge  of  the  department  at  that 
time?  A.  Xo,  but  I  have  read  those  studies,  and  I  am 
in  sub-  [2507]  stantial  agreement  with  them  as  to  being 
still  related  to  the  facts  of  the  situation. 

Q.  As  of  that  time?  A.  That’s  right.  And  as  of  the 
present  time  in  some  degree. 

Q.  Not  100  per  cent?  A.  Not  100  per  cent. 
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Q.  Mr.  Smith,  has  the  condition  that  has  existed  in 
Philadelphia  Company  and  subsidiaries  with  regard  to  the 
relatively  slight  use  by  employees  of  the  PAX  system  been 
materially  changed  in  recent  months! 

Mr.  Hackney:  That  question  is  objected  to  because  I 
don’t  think  the  witness  has  testified  that  there  has  been 
a  relatively  slight  use  of  the  PAX  equipment. 

The  Examiner:  I  will  overrule  the  objection. 

The  Witness:  The  PAX  equipment,  to  respond  to  your 
question,  is  used  to  approximately  the  extent  of  the  manual 
equipment,  that  is,  the  number  of  calls  per  day  is  some¬ 
where  near  the  same  per  instrument  systemwide  as  the 
number  of  calls  per  day  on  the  manual  instruments. 

It  is  true  that  it  is  my  opinion  that  the  PAX  instrument 
is  not  used  up  to  the  limit  of  its  capabilities,  but  as  a 
means  of  taking  peaks  off,  taking  traffic  off  at  peaks,  it 
is  still  an  economical  system.  It  helps  reduce  the  problem 
at  peak  times,  and  throughout  all  the  day  hours. 

[2508]  Q.  Are  you  still  continuing  the  educational  pro¬ 
gram  to  the  employees  to  generate  a  greater  use  of  the 
PAX  system?  A.  Yes,  I  think  we  would  continue  to  do 
that  all  the  time,  because  of  obvious  facts  of  economy. 

Q.  For  how  many  years  has  that  program  been  found 
necessary?  A.  Well,  of  course,  in  the  beginning  instance 
when  the  PAX  system  was  first  installed,  there  was  pro¬ 
motion  of  use,  and  then  I  would  say  that  there  was  no 
definite  promotion  of  it  for  quite  a  number  of  years.  I 
would  say  up  until  about  1935.  Then,  with  an  increase  in 
traffic  in  general,  there  was  some  promotion, — not  under 
my  direction,  howrever,  and  when  instruments  became  hard 
to  obtain,  we  were  not  able  to  keep  the  PAX  instruments  to 
the  level  of  talking  efficiency  as  the  manual  instruments  had 
and  then  when  we  did  get  instruments  over  the  past  few 
years  or  so,  we  did  promote  the  use  of  the  PAX  actively 
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again  because,  due  to  the  better  transmission  efficiency  of 
the  manual  instruments,  there  was  a  pronounced  shift  to 
the  use  of  the  manual  telephones  in  this  wartime  period. 

Xow,  with  the  new  instruments  available  on  the  PAX, 
we  want  people  to  realize  that  they  have  comparable  trans¬ 
mission  efficiencies  and  to  get  them  back  to  use  and  the  use 
is  increasing — the  records  show  that. 

Q.  What  type  of  equipment,  speaking  of  your  exchange 
[2509]  equipment  on  PAX,  do  you  utilize?  Is  that  the 
automatic  electric  Strowger  type?  A.  Strowger  type, 
step  by  step. 

Q.  Is  that  Strowger  step-by-step  equipment  that  you 
have  in  the  Central  Building  at  Sixth  Avenue  the  most 
recent  and  latest  model  of  that  type  of  equipment  available 
that  has  been  engineered?  A.  No;  there  are  more  recent 
types  of  the  equipment. 

Q.  What  generally  are  the  improvements  that  you  find 
in  the  most  recently  engineered  types  of  automatic  equip¬ 
ment  over  those  that  are  in  use  there?  A.  Well,  there  is 
no  marked  technological  change,  except  on  what  is  known 
as  the  line  switch,  where  improvements  have  been  made, 
new  styles  have  been  produced,  but,  conversely,  the  old 
style  is  still  manufactured  and  sold  in  many  instances.  The 
change  is  not,  I  would  say,  a  marked  change,  but  it  is  an 
improvement  in  the  usage  of  the  apparatus. 

Q.  For  example,  the  type  of  equipment  that  you  have 
in  the  Sixth  Avenue  Building  is  not  dustproof,  is  it?  A. 
No,  sir. 

Q.  More  modern  installations  are,  are  they  not?  A. 
Well,  I  would  say  that  there  has  been  minor  improvement 
in  dustproofing  of  cabinets.  We,  of  course,  in  one  installa¬ 
tion  have  a  dustproof  installation  at  Phillips  Power  Station, 
but  unless  we  had  provided  other  dustproofing,  I  [2510] 
would  say  there  is  no  marked  betterment  in  that. 
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Q.  The  dustproofing  bears  some  relationship  to  your 
maintenance,  does  it  not?  A.  Oh,  yes. 

Q.  A  marked  relation?  A.  A  very  marked  relation, 
yes,  sir. 

Q.  And  the  largest  of  your  installations  of  PAX  equip¬ 
ment  is  that  in  the  Sixth  Avenue  Building  basement,  is  it 
not  ?  A.  That  is  correct. 

Q.  Mr.  Smith,  am  I  correct  in  my  understanding  that 
there  is  not  any  written  agreement  between  Philadelphia 
Company  and  subsidiaries,  and  the  Bell  Telephone  Com¬ 
pany,  regarding  service  and  charges?  A.  You  are  right, 
to  the  best  of  my  knowledge. 

Q.  Has  there  ever  been  such  a  contract  or  written  agree¬ 
ment?  A.  There  was  a  contract,  which  I  have  seen  a 
copy  of,  between  a  predecessor  of  the  existing  Bell  Tele¬ 
phone  Company  of  Pennsylvania  and  the  Philadelphia 
Company. 

Q.  And  that  agreement  by  its  terms,  or  by  other  causes, 
expired?  A.  I  think  that  that  agreement  was  not 
adopted  by  the  present  Bell  Telephone  Company  when  it 
acquired  the  properties  and  responsibilities  of  the  pred¬ 
ecessor  company. 

[2511]  Q.  For  the  purposes  of  your  study  in  segrega¬ 
tion,  did  you  assume  the  same  basic  rates  and  charges  as 
presently  are  being  made,  not  under  written  contractual 
arrangements,  would  continue?  A.  Well,  I’ll  have  to 
answer  that  question  in  parts.  First,  as  in  previous  testi¬ 
mony,  we  presumed  that  the  Duquesne  Light  Company  in 
holding  the  existing  leased  equipment  dedicated  to  its  use 
will  continue  the  same  contractual  relationship  with  the 
Telephone  Company,  and  an  unwritten  contract,  of  course. 
In  the  other  instances,  we  presumed  that  a  standard  service 
contract  with  presently  existing  Bell  tariffs,  so  far  as  we 
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could  determine  them,  would  apply.  We  would  go  to  the 
Bell  Telephone  Company  of  Pennsylvania,  and  to  other 
telephone  companies  in  minor  degree,  and  attempt  to  obtain 
agreements  to  install,  with  their  personnel  and  according 
to  their  standard  methods,  switchboards  and  instruments 
under  definite  Bell  tariffs,  and  also  to  lease  from  the  Bell 
Telephone  Company  the  wires  necessary  to  connect  off- 
premises  extensions  and  to  connect  various  signalling  and 
control  apparatus  which  we  maintain  in  our  own  system 
today. 

Q.  For  the  purpose  of  your  study,  Mr.  Smith,  did  you 
assume  that  such  service,  under  existing  Bell  tariffs,  would 
be  more  costly,  less  costly  or  the  same  as  the  present  cost 
bn  the  unwritten  agreement  between  Bell  and  Philadelphia 
Company?  [2512]  A.  May  I  continue  with  my  expla¬ 
nation  ? 

Q.  I  beg  your  pardon;  I  am  sorry.  A.  I  wanted  to 
answer  in  parts.  There  are  certain  costs  today  which  I  feel 
would  not  change,  therefore,  I  did  not  analyze  those  costs. 
Those  have  to  do  with  the  so-called  additional  local  message 
charges  which  are  paid  by  the  several  companies.  They  are 
paid  for  at  standard  Bell  tariffs  today.  I  had  no  reason  to 
believe  that  the  contact  of  all  these  companies  with  the 
public  would  change.  Therefore,  I  adopted  known  costs 
for  such  service,  in  my  studies,  so  that  there  were  substan¬ 
tial  parts  of  the  costs  which  show  no  definite  change  by  that 
reason.  That  also  is  true  for  trunk  charges.  I  thought  that 
there  would  be  no  reason  that  trunk  charges  would  change 
in  any  significant  degree,  because  they  are  regulated  by  the 
amount  of  contact  with  the  public  rather  than  any  internal 
relationship,  except  for  a  factor  of  diversity,  which  exists 
in  rather  small  degree. 

That  completes  my  answer  to  your  previous  question. 
Now,  as  to  your  later  question - 
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Mr.  Hackney:  I  think  we  had  better  have  it  read. 

(The  record  was  read.) 

The  Witness:  Well,  we  have  to  exclude  the  Duquesne 
Light  picture  from  this,  at  present,  because  it  is  not  relevant 
if  we  do  so,  and  we  can  go  to  these  other  companies. 

I  found  that  in  every  instance  that  the  cost  to  any 
[2513]  of  the  major  companies  would  increase  in  consid¬ 
erable  amount. 

That  is  due  not  so  much  to  the  fact  that  Bell  tariffs  are 
greatly  higher  than  the  costs  that  we  now  pay,  but  due  to 
the  fact  that  under  any  scheme  adopted,  the  gas  companies 
would  still  have  to  maintain  a  maintenance  personnel  for 
its  field  telephone  system,  and  the  Railways  Company 
would  have  to  maintain  some  form  of  personnel,  either  in 
a  new  Telephone  Department,  or  in  its  signalling  and  con¬ 
trol  division  to  maintain  interurban  telephone  lines,  and 
to  maintain  control  in  signalling  equipment  which  it  has 
in  rather  large  amounts. 

As  to  the  wire  charges  for  the  Gas  Company  and  for 
the  Railways  Company,  to  connect  up  these  so-called  field 
facilities  into  the  City,  and  to  connect  a  large  number  of 
signalling  and  control  devices,  the  cost  is  markedly  in¬ 
creased  by  going  to  Bell  tariffs. 

The  over-all  result  is  a  substantial  increase  in  cost  for 
the  gas  companies,  considered  entire,  and  for  the  Railways 
Company  and  the  Motor  Coach,  coupled  with  the  Railways. 
As  to  the  smaller  companies,  the  increases,  of  course,  are 
not  substantial  because  they  do  not  have  what  I  consider 
to  be  specialized  telephone  service. 

By  Mr.  Guttmann: 

Q.  In  so  far  as  your  testimony  relates  to  increased 
costs  in  segregation,  what  portion  of  the  increased  costs, 
attributable  to  gas,  and  attributable  to  transportation  are 
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directly  [2514]  based  upon  the  increase  in  direct  charge 
that  you  estimate  will  arise  through  the  application  of  Bell 
tariffs,  rather  than  present  unwritten  contract  arrange¬ 
ments?  A.  I  have  a  little  bit  of  data  here  on  that  that 
I  might  be  able  to  assist  with.  Of  course,  there  are  net 
considerations  here,  too.  What  I  show  are  those  in¬ 
creases  are  balanced  by  some  decreases,  also, — not  bal¬ 
anced,  but  at  least  partially  offset. 

I  find  for  the  gas  group  that  the  charges  for  these  com¬ 
bined  items,  telephone  service,  leased  wires  and  leased 
equipment,  which  now  are  running  approximately  $39,750 
per  year  to  increase — to  increase  to  $52,730. 

Q.  That  is  because  of  the  tariff  ?  A.  That  is  because 
of  the  fact  mainly  that  Bell  leased  wires  are  more  costly 
than  our  existing  cables. 

In  the  instance  of  the  Transportation  group  of  com¬ 
panies,  I  find  that  presently,  running  costs  are  $38,760  per 
annum,  increased  to  $62,250  per  annum. 

Q.  For  the  same  reasons?  A.  Same  reasons,  mainly 
leased  wire  costs. 

Q.  And  you  have  assumed  that  in  the  case  of  Duquesne, 
the  present  unwritten  contract  will  continue?  A.  I 
have  presumed  that. 

Q.  Who  presently  owns  the  PAX  equipment? 
[2515]  A.  Parts  of  it  are  owned  entirely  by  Duquesne 
Light  Company  at  the  Phillips  Power  Station. 

In  each  other  installation  there  is  an  undivided  owner¬ 
ship  as  between  the  Duquesne  Light  Company,  the  Pitts¬ 
burgh  Railways  Company,  or  the  Philadelphia  Company — 
that  is,  the  three  owners, — Equitable  Sales  Company  now 
not  operating,  owned  a  very  small  proportion  of  the  initial 
installation. 

[2516]  Q.  Did  Equitable  Gas  Company  at  one  time  own 
that  equipment?  A.  I  don’t  think  so.  I  think  that  orig- 
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inally  it  was  bought  and  charged  to  Philadelphia  Company- 
account  leased  property  which  Equitable  took  for  operation. 

Q.  When  did  the  present  division  of  ownership  take 
place?  A.  The  present  division  of  ownership  goes  back 
to  the  best  of  my  knowledge  to  the  original  acquisitions  of 
this  equipment,  which  occurred  between  the  years  of  1923 
and  1928,  except  for  the  new  installation  at  Phillips  power 
station,  which  was  in  1941  or  1942. 

Q.  Isn’t  it  a  fact,  Mr.  Smith,  that  the  telephone  depart¬ 
ment  is  generally  considered  to  be  a  department  of  Equi¬ 
table  Gas  Company?  A.  It  is  a  fact  that  I  report  to  Mr. 
D.  P.  Hartson,  who  is  vice-president  and  general  manager 
of  Equitable  Gas  Company,  and  traditionally  it  has  been 
a  Philadelphia  Company  operation.  However,  its  provi¬ 
sions  of  service  are  as  widespread  as  those  of  other  depart¬ 
ments  classified  as  general  departments. 

Q.  Why  is  it  that  you  report  to  the  gas  company  per¬ 
sonnel  and  that  you  have  been  traditionally  considered  a 
part  of  Philadelphia  Company,  at  least  to  servicing  prop¬ 
erty  leased  to  Equitable?  A.  I  don’t  believe  I  can  give 
a  complete  answer  to  that,  [2517]  but  traditionally  the 
department  was  a  Philadelphia  Company  department  when 
the  Philadelphia  Company  was  a  natural  gas  company.  As 
the  other  companies  grew  in  importance,  these  functions  of 
telephone  service  for  them  were  added  to  an  already  exist¬ 
ing  group  without  any  consideration  being  given  to  change 
in  direction  of  management. 

Q.  Was  the  same  situation  generally  true  with  regard  to 
all  of  the  departments  that  were  at  one  time  departments 
of  Philadelphia  Company?  A.  I  can’t  answer  that  ques¬ 
tion. 

Q.  Mr.  Smith,  when  I  was  in  Pittsburgh  I  wanted  to 
know  the  time,  and  I  called  and  a  very  sweet  voice  answered 
my  inquiry  with  an  announcement  identifying  the  call  with 
Duquesne  Light  Company.  Can  you  explain  something 
about  that  service,  something  about  how  it  is  charged 
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against  Duquesne,  how  much  time  of  how  many  of  your 
operators  is  nominally  consumed  in  the  function?  A. 
Yes,  sir,  I  think  I  can  in  general  terms.  The  service  is 
provided  to  the  public  by  the  Duquesne  Light  Company. 
The  equipment  is  rented  from  the  Bell  Telephone  Com¬ 
pany  of  Pennsylvania.  The  voice  announcement  is  a  group 
announcement  by  amplifier  to  as  many  persons  as  have 
seized  trunks  to  the  board  at  the  moment  of  answering.  We 
charge  the  cost  of  one  B  operator  without  stating  the  indi¬ 
vidual  to  that  service  and  the  gross  cost  comes  out  at  about 
[251S]  $2200  for  labor  and  approximately  $1500  for  spe¬ 
cialized  equipment  per  year.  We  have  analyzed  and  find 
that  the  amount  of  duty  over  the  24-hour  term  is  roughly 
represented  by  the  cost  of  one  day  operator  because  that 
operator  performs  other  functions  than  the  time  announce¬ 
ments. 

Q.  Certainly  during  peak  hours  your  operator  is  kept 
continuously  busy  at  the  board  answering  time  announce¬ 
ments;  isn’t  that  so?  A.  I  don’t  think  that  can  be  stated 
to  be  entirely  true  because  they  are  announcements  made  to 
groups  of  lines  at  half  minute  intervals,  and  if  there  is 
only  one  trunk  seized,  or  if  there  are  15  trunks  seized,  the 
announcement  is  made  quicker.  However,  at  pronounced 
peaks,  maybe  two  or  three  days  in  a  year,  it  is  necessary  to 
clear  those  trunks  more  often  than  by  half -minute  announce¬ 
ments,  and  then  for  those  few  days  in  a  year  it  is  necessary 
to  clear  them  probably  at  quarter-minute  intervals,  but 
that  operator  still  provides  other  services  to  the  extent 
of  approximately  half  of  her  operating  time  at  least. 

Q.  Does  she  make  the  announcement  whether  or  not 
there  are  trunks  seized  at  a  particular  time?  A.  No;  she 
knows  by  lamp  signal  whether  a  trunk  has  been  seized. 
If  no  trunk  is  seized  and  no  lamp  signal  exists,  she  does 
not  go  in  and  answer. 

Q.  So  that  it  is  necessary  for  her  at  all  times,  [2519] 
certainly  within  not  more  than  half-minute  intervals,  to  be 
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in  a  position  to  watch  her  lamp  signals?  A.  That  is 
right,  along  with  many  other  lamp  signals  at  the  board. 

Q.  Well,  how  many  positions  does  that  girl  occupy  while 
she  is  watching  the  board  on  which  time  signals  are  given? 
A.  Well,  time  can  be  operated  from  the  first  position  and 
from  the  lefthand  side  of  the  second  position  and  none 
other. 

Q.  And  none  other?  A.  None  other. 

Q.  What  other  calls  are  generated  from  the  first  posi¬ 
tion  and  on  the  lefthand  side  of  the  second  position  other 
than  time  calls?  A.  Well,  other  calls  to  the  best  of  my 
recollection,  there  is  so-called  trunk  and  tie-line  multiple 
appearing  there ;  some  trunks  from  Bell ;  and  some  of  our 
so-called  ring-down  tie-lines  appear  at  that  position. 

As  I  recall,  there  are  no  so-called  common  battery  sub¬ 
scriber  appearances  at  that  particular  position. 

Q.  Are  those  positions  that  you  have  indicated  operated 
at  position  No.  1  or  the  lefthand  of  position  2,  or  do  they 
devote  all  of  their  attention  to  time  calls  on  those  two 
boards  ?  A.  Oh,  they  operate  other  lines  all  the  time.  The 
[2520]  time-calling  duty  is  only  interspersed  with  regular 
operating  duties. 

Q.  And  that  is  a  24-hour  service?  A.  That  is.  Of 
course,  it  is  of  small  consequence  after  a  7  or  8  p.  m.  period. 

Q.  That  service  is  all  rendered  at  the  6th  Avenue  build¬ 
ing?  A.  That  is  right. 

Q.  Have  you  given  any  thought  to  the  possibility  of 
time  recording  on  steel  tape?  A.  Not  as  such,  but  we 
have  given  consideration  quite  recently  to  other  forms  of 
recorded  announcement  and  have  given  up,  incidentally. 

Q.  Have  you  made  any  study  as  to  the  relative  costli¬ 
ness  of  such  method?  A.  Yes. 

Q.  Such  a  method  would  require  only  an  initial  record¬ 
ing  and  the  automatic  playback  of  time  signals  throughout 
the  day;  isn’t  that  so?  A.  That  is  correct. 
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Q.  And  would  not  require  any  manual  operation?  A. 
That  is  right;  only  an  occasional  changing  of  a  record. 

Q.  Is  it  necessary  to  make  any  change  on  time  signals  of 
a  tape  recording?  [2521]  A.  Idon’tknow,  Mr.  Guttmann. 
I  believe  that  in  time  any  of  those  devices  require  a  change 
of  the  record.  I  know  that  the  one  that  we  considered 
required  a  change  after  a  very  long  interval.  They,  how¬ 
ever,  sell  the  services  on  the  basis  of  putting  in  spot  an¬ 
nouncements  which  may  change  from  time  to  time. 

Q.  Commercial  announcements,  do  you  mean?  A. 
Yes,  advertising  announcements,  and  so  on. 

Q.  Are  those  paid  announcements?  A.  No.  They 
ordinarily  relate  to  the  business  which  is  offering  this  time 
service  as  a  promotion  scheme. 

Q.  So  that  in  this  instance  it  would  be  Duquesne’s  ad¬ 
vertising?  A.  Well,  there  is  no  instance.  I  presume 
that  if  such  a  service  were  used  that  the  time  would  be  occu¬ 
pied  by  an  advertising  message  but  I  have  no  control  of 
that  situation. 

Q.  My  thought  is  it  would  be  similar  perhaps  to  the 
message  that  presently  goes  forth  identifying  the  time  sig¬ 
nal  with  Duquesne  Light  Company?  A.  That  is  right. 

Q.  Whose  determination  was  it  to  identify  the  time 
signals  all  of  the  time  with  Duquesne  and  none  of  the  time 
with  the  gas  companies?  A.  Well,  that  is  pretty  far  back 
in  the  past.  I  think  that  service  was  instituted  no  later  than 
1930.  The  Duquesne  [2522]  Light  Company  at  that  time 
I  think  had  a  vice-president  in  charge  of  sales,  and  it  was 
largely  through  his  instance  that  the  service  was  initiated. 
The  other  compaines  have  shown  no  interest  in  using  it  as 
an  advertising  means. 

Q.  Back  in  1930  when  the  vice-president  in  charge  of 
sales  of  Duquesne  saw  fit  to  utilize  that  as  an  advertising 
medium,  were  the  gas  companies  merchandising?  A.  I 
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don’t  believe  I  am  competent  to  answer  that  question.  As 
a  matter  of  my  personal  opinion  I  don’t  think  they  were. 

Q.  Were  they  engaged  in  any  promotional  activity? 
A.  I  would  prefer  not  to  answer  that.  It  wasn ’t  my  interest 
to  know.  To  throw  light  on  this  instance,  electric  time 
announcements  coincided  with  the  promotion  of  Telechron 
clocks.  That  was  the  original  instance. 

Q.  So  that  that  was  to  provide  the  original  time  setting 
for  your  electric  clock ;  is  that  it  ?  A.  I  presume  that  that 
may  have  been  used  for  the  purpose,  but  at  any  rate  it  was 
a  promotional  feature  for  the  sale  of  electric  clocks. 

Q.  Is  Duquesne  still  promoting  the  sale  of  Telechron 
clocks  ?  A.  I  don ’t  know.  I  don ’t  know  whether  they  are 
to  any  degree  greater  than  ordinary  promotion. 

Mr.  Guttmann:  No  further  questions.  [2523]  Thank 
you  very  much. 

(Witness  excused.) 

[Luncheon  recess.] 


[2524]  Whereupon, 

Philip  A.  Fleger  resumes  the  stand. 

Direct  examination: 

[Here  follows  discussion  between  counsel  as  to  the  pro¬ 
duction  of  Philadelphia  Ex.  40.] 

[2526]  Mr.  Hackney:  I  ask  Mr.  Fleger  the  circum¬ 
stances  under  which  Philadelphia  Exhibit  40  was  filed  with 
the  Commission. 

The  Witness:  Generally  speaking,  in  the  year  1939,  the 
Commission  staff  commenced  an  investigation  of  the  oper- 
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ations  of  the  general  departments  of  the  Philadelphia  Com¬ 
pany  group  which  has  been  the  subject  of  testimony  in  this 
case.  There  were  various  meetings  held,  both  in  Pitts¬ 
burgh  and  in  Washington,  with  representatives  of  what  we 
were  told  was  the  Section  13  group  of  the  staff  of  the  Com¬ 
mission.  There  was  in  the  group - 

The  Examiner:  Fred  Almgren,  Jack  Jordon - 

The  Witness:  (Continuing) — among  others,  Mr.  Alm¬ 
gren  and  Mr.  Green,  two  of  the  men  that  come  to  mind. 

The  Examiner:  Well,  now,  if  they  acquired  the  Wasson 
Exhibit  40  during  that  regime  and  it  was  not  received  in 
evidence  before  me  sitting  as  a  Trial  Examiner  in  the  main 
Section  13  proceedings,  why,  you  will  have  to  go  to  the 
Commission  to  get  it. 

The  Witness:  Well,  if  the  Examiner  please,  I  would 
like  to  add  that  during  the  conferences  that  we  had  with  the 
staff  to  which  I  refer,  there  was  much  discussion  and  in¬ 
quiry  by  the  staff  as  to  the  manner  in  which  the  so-called 
general  departments  of  the  Philadelphia  Company  group 
were  operated.  Those  discussions  culminated  in  a  request 
by  the  staff — and  I  think  [2527]  it  was  made  specifically 
by  the  head  of  the  group,  Mr.  Almgren, — that  we  file  with 
tte  Commission  a  written  statement  or  report  outlining  the 
manner  in  which  the  general  departments  functioned  and 
describing  specifically  the  manner  in  which  the  Phila¬ 
delphia  Company  and  subsidiary  payroll  account,  which 
has  always  been  the  subject  of  testimony  in  this  case,  oper¬ 
ated.  The  report  that  has  been  identified  or  marked,  or  for 
which  an  exhibit  number  has  been  reserved  as  Exhibit  40, 
is  the  report  which  we  filed  pursuant  to  that  request.  The 
report  was  prepared  primarily  under  my  general  direction 
and  more  specifically  by  Mr.  H.  G.  Wasson,  one  of  the  attor¬ 
neys  in  the  law  department  of  the  Philadelphia  Company 
group  who  works  under  my  supervision.  The  report  was 
filed  in  the  early  part  of  1940.  It  was  not  filed  as  a  confi¬ 
dential  document  in  any  sense  of  the  word,  and  was  trans- 
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mitted  to  the  staff,  according  to  the  best  of  my  recollection, 
by  an  ordinary  open  letter  of  transmittal. 

[Here  follows  further  discussion  between  the 
Examiner  and  counsel  with  reference  to  the  produc¬ 
tion  of  Philadelphia  Ex.  40.] 

[2529]  By  Mr.  Hackney: 

Q.  Mr.  Fleger,  you  have  already  been  sworn  and  testi¬ 
fied  in  this  proceeding,  I  believe?  A.  I  have. 

Q.  Mr.  Fleger,  you  have  in  front  of  you  a  document 
which  has  been  marked  as  Philadelphia  Exhibit  No.  12? 
A.  Yes,  sir. 

Q.  Will  you  state  what  that  is,  please?  A.  Phila¬ 
delphia  Exhibit  No.  12  is  a  photostatic  copy  of  an  agree¬ 
ment  dated  January  10, 1923,  between  Pittsburgh  and  West 
Virginia  Gas  Company  and  the  Equitable  Gas  Company 
and  the  various  supplements  thereto  dated  January  1, 1924, 
December  31,  1924,  December  31,  1926,  February  14,  1928, 
February  21, 1933,  and  February  26, 1937,  all  of  which  have 
been  certified  as  true  copies  by  the  assistant  secretary  of 
the  two  companies  involved.  This  contract  and  the  supple¬ 
ments  which  I  have  mentioned  is  the  contract  pursuant  to 
which  the  Equitable  Gas  Company  buys  such  gas  as  it  pur¬ 
chases  from  the  Pittsburgh  and  West  Virginia  Gas  Com¬ 
pany  and  the  rates  presently  in  effect  are  set  forth  in  the 
supplement  dated  February  26,  1937,  specifically  para¬ 
graph  first,  and  are  37  cents  per  1,000  cubic  feet  for  the 
first  100  million  cubic  feet  each  month,  31  cents  per  1,000 
cubic  feet  for  the  next  100  million  cubic  feet  each  months, 
[2530]  26  cents  per  1,000  cubic  feet  in  excess  of  the 
amounts  stated,  and  those  rates  in  the  year  1946  on  the 
basis  of  the  volume  of  gas  purchased  by  Equitable  in  that 
year  produced  an  average  rate  of  26.69  cents  per  1,000 
cubic  feet. 

Mr.  Guttmann:  Just  by  way  of  clarification,  Mr.  Fleger, 
if  I  may  ask  one  question : 
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By  Mr.  Guttmann: 

Q.  These  agreements,  including  the  supplement  that 
you  are  referring  to,  expired  by  the  terms  of  the  agreement 
on  February  1,  1944,  isn’t  that  so?  A.  That  is  so  and, 
as  a  matter  of  fact,  that  fact  is  a  matter  of  record  in  the 
pending  proceedings  before  the  Federal  Power  Commis¬ 
sion  involving  the  rates  charged  by  Pittsburgh  and  West 
Virginia  Gas  Company  under  this  contract.  At  the  time 
the  contract  expired,  there  was  pending  a  rate  proceeding 
before  the  Commission  referred  to  and  the  parties  did  not 
see  fit  to  renew  the  contract  until  the  outcome  of  that  pro¬ 
ceeding  had  become  known.  Since  the  expiration  of  the 
contract  the  parties  have  been  proceeding  in  accordance 
with  the  strict  terms  of  the  written  contract. 

Mr.  Hackney:  If  the  Examiner  pleases,  at  transcript 
Page  265  the  number  Philadelphia  Exhibit  12  was  reserved 
for  this  exhibit.  It  has  now  been  identified  and  I  offer  in 
evidence  Philadelphia  Exhibit  No.  12. 

The  Examiner:  Is  there  objection? 

[2531]  Mr.  Guttmann:  I  object  to  the  exhibit,  if  Your 
Honor  please,  on  the  ground  that  it  does  not  represent  any 
contract  presently  in  effect. 

The  Examiner:  The  objection  is  overruled. 

Mr.  Guttmann:  Exception. 

The  Examiner:  And  the  exhibit  will  come  in. 

By  Mr.  Hackney: 

Q.  Mr.  Fleger,  in  your  prior  testimony  there  was  some 
mention  made  of  the  connection  between  Equitable  Gas 
Company  and  the  Big  Inch  Pipe  Line.  Will  you  state, 
please,  whether  or  not  there  have  been  any  developments 
since  your  prior  testimony  in  that  respect  pertaining  to  an 
additional  supply  of  gas  from  the  Big  Inch  Pipe  Line? 
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A.  Since  I  previously  testified  on  that  subject,  two  con¬ 
tracts  have  been  entered  into  between  the  Equitable  Gas 
Company  and  the  Texas  Eastern  Transmission  Corpora¬ 
tion,  which  is  the  company  that  presently  operates  the  so- 
called  Big  Inch  Line.  One  of  the  contracts  is  an  interim 
agreement  dated  April  18,  1947,  and  is  to  continue  in  effect 
until  the  Texas  Eastern  Corporation  obtains  title  to  the 
Big  Inch  Line,  which  will,  of  course,  require  approval  of 
the  Federal  Power  Commission,  which  has  not  yet  been 
obtained. 

The  other  contract  is  an  agreement,  likewise  dated  April 
[2532]  18, 1947,  which  is  to  continue  for  a  period  of  twenty 
years  from  the  date  that  the  Texas  Eastern  Corporation 
secures  title  to  the  line,  and  after  the  twenty-year  period 
the  contract  by  its  terms  will  continue  from  year  to  year 
thereafter  unless  terminated  by  either  party  on  one  year’s 
notice. 

The  Equitable  Gas  Company  under  these  contracts  has 
contracted  for  a  maximum  of  30  million  cubic  feet  of  gas 
per  day.  That  amount  of  gas,  of  course,  is  not  being  re¬ 
ceived  because  Texas  Eastern  Corporation  does  not  have 
the  required  capacity.  At  the  present  time  the  deliveries 
are  running  somewhat  below  15  million  cubic  feet  per  day, 
as  a  rule.  Under  the  terms  of  the  interim  agreement,  the 
Equitable  Gas  Company  undertakes  to  pay  a  price  of  23 
cents  per  1,000  cubic  feet  of  gas  delivered.  That  is  a 
straight  commodity  rate  and  will  continue  until  the  Texas 
Eastern  Corporation  obtains  title  to  the  line. 

Under  the  terms  of  the  second  agreement,  which  is  for 
a  20-year  term,  there  are  two  rate  periods  contemplated. 
The  first  is  a  temporary  period  in  which  the  rates  pre¬ 
scribed  are  to  be  applicable  until  the  Texas  Eastern  Cor¬ 
poration  gets  the  line  up  to  capacity,  or  305  million  cubic 
feet  per  day.  During  that  temporary  period  the  Equitable 
Gas  Company  obligates  itself  to  pay  for  gas  having  a  heat¬ 
ing  value  of  1,000  B.t.u.  per  cubic  feet  at  the  rate  of  25.9 
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cents  per  1,000  cubic  feet,  with  a  heating  value  adjustment 
provided  for  in  the  contract.  In  the  permanent  rate  period, 
which  applies  after  the  line  is  brought  [2533]  up  to 
capacity,  which  the  Equitable  Gas  Company  was  informed 
would  occur  within  not  more  than  a  year,  there  is  a  de¬ 
mand  charge  of  $1.50  per  month  per  1,000  cubic  feet  of 
billing  demand  and  a  commodity  charge  of  21  cents  per 
Mcf.  The  rate  provided  for  in  that  final  period  on  a  basis 
of  100  per  cent  load  factor  would  produce  to  the  Equitable 
Gas  Company  an  average  rate  per  1,000  cubic  feet  of  27.195 
cents.  On  a  75  per  cent  load  factor  basis  the  rates  appli¬ 
cable  to  the  final  period  would  produce  an  average  charge 
of  27.97  cents  per  1,000  cubic  feet,  and  in  that  connection  I 
might  explain  that  the  program  of  the  Equitable  Gas  Com¬ 
pany  as  presently  set  up  contemplates  that  it  will  take  gas 
of  the  Texas  Eastern  Corporation  during  the  first  or  tem¬ 
porary  period  under  the  permanent  contract  on  a  100  per 
cent  load  factor  basis,  and  that  program  is  predicated  upon 
the  Equitable  Gas  Company’s  having  satisfied  itself  that 
there  is  little  likelihood  that  the  Texas  Eastern  Corpora¬ 
tion  will  have  sufficient  capacity,  either  at  any  time  in  1947 
or  at  any  time  in  1948,  to  enable  it  to  deliver  more  than  20 
million  cubic  feet  of  gas  per  day  to  the  Equitable  Gas  Com¬ 
pany  on  the  basis  of  the  allotments  made  to  it  and  the 
other  purchasers  of  gas  from  Texas  Eastern  Corporation. 
The  present  program  of  Equitable  Gas  Company  likewise 
contemplates  that  after  December  31, 1948,  when  it  is  antici¬ 
pated  that  Texas  Eastern  Corporation  will  have  gotten  the 
Big  Inch  Line  up  to  capacity,  the  Equitable  Gas  Company 
proposes  to  take  gas  from  the  Texas  Eastern  [2534]  Cor¬ 
poration  on  a  75  per  cent  load  factor  basis.  That  program 
with  respect  to  the  quantity  of  gas,  or,  rather,  the  load 
factor  on  which  gas  is  to  be  taken  from  Big  Inch,  is  the 
result  of  a  consideration  of  the  over-all  cost  of  gas  to 
Equitable  Gas  Company  from  all  sources,  including  Pitts¬ 
burgh  and  West  Virginia  Gas  Company,  on  a  100  per  cent 
load  factor  basis  rather  than  a  75  per  cent  load  factor  basis. 
The  studies  made  indicate  that  if  eras  were  taken  in  the 
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quantity  of  30  million  cubic  feet  per  day  as  of  December 
31,  1948,  on  a  100  per  cent  load  factor  basis,  taking  into 
account  the  extent  to  which  deliveries  from  Pittsburgh  and 
West  Virginia  Gas  Company  would  have  to  be  curtailed 
in  the  summer  months,  the  extent  to  which  Pittsburgh  and 
West  Virginia  production  would  have  to  be  curtailed,  it 
would  cost  Equitable  Gas  Company  more  money  to  buy 
the  gas  on  a  100  per  cent  load  factor  basis  than  it  would  on 
a  75  per  cent  load  factor  basis,  notwithstanding  the  fact 
that  the  rates  which  I  have  just  mentioned  under  the  Texas 
Eastern  contract  are  slightly  lower  on  the  100  per  cent 
load  factor  basis  than  they  are  on  the  75  per  cent  load 
factor. 

Q.  Mr.  Fleger,  I  show  you  two  documents  which  have 
been  identified  as  Philadelphia  Exhibits  No.  76  and  77.  Do 
you  have  them  in  front  of  you?  A.  Yes,  sir. 

Q.  Will  you  state  what  those  documents  are,  please? 
A.  Philadelphia  Exhibit  76  is  a  printed  copy  of  the 
[2535]  interim  agreement  dated  April  18,  1947,  between 
Texas  Eastern  Transmission  Company,  Equitable  Gas  Com¬ 
pany,  which  I  have  just  referred  to,  and  the  Philadelphia 
Exhibit  77  is  a  printed  copy  of  the  long-term  agreement 
dated  April  18,  1947,  between  Texas  Eastern  Transmission 
Company  and  Equitable  Gas  Company,  which  I  have  also 
referred  to,  both  copies  of  the  agreement  having  been  cer¬ 
tified  by  the  secretary  of  Equitable  Gas  Company  as  true 
copies. 

Mr.  Hackney:  I  offer  in  evidence  Philadelphia  Exhibits 
76  and  77. 

Mr.  Guttmann:  No  objection. 

The  Examiner:  They  will  come  in. 

The  Witness:  I  would  like  to  direct  attention  to  the  rider 
which  is  attached  to  the  inside  of  the  cover  page  of  the 
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interim  agreement.  That  rider  consists  of  a  letter  from 
the  Texas  Eastern  Transmission  Corporation  to  the  Equi¬ 
table  Gas  Company  in  which  the  Texas  Eastern  Corporation 
states,  in  effect,  that  it  desires  to  be  in  a  position  during 
the  period  that  it  is  building  its  capacity  up  to  310  million 
cubic  feet  per  day,  to  be  in  a  position  to  supply  five  million 
cubic  feet  per  day  to  the  Carnegie  Natural  Gas  Company, 
and  it  calls  upon  the  Equitable  Gas  Company  to  accept  the 
reduction  in  the  amount  of  gas  allocated  to  it  equivalent 
to  one-third  of  the  five  million  [2536]  cubic  feet  per  day, 
the  other  two-third  affecting  equally  the  Columbia  Gas  & 
Electric  Company  and  the  Consolidated  Natural  Gas  Com¬ 
pany.  That  letter  was  written  by  the  Texas  Eastern  Cor¬ 
poration  after  Equitable  Gas  Company  had  actually  signed 
this  contract  and  had  transmitted  it  to  the  Texas  Eastern 
Corporation  for  execution  by  it.  And  the  letter  indicates, 
the  Equitable  Gas  Company  accepted  the  proposal  that  it 
take  reduction  in  its  allocations  to  the  extent  which  I  have 
indicated.  This  was  done  because  conversations  with  rep¬ 
resentatives  of  the  Texas  Eastern  Corporation  indicated 
that  unless  we  did  accept  a  reduction  there  would  be  no 
assurance  that  the  entire  matter  of  the  contract  would  not 
be  reopened. 

By  Mr.  Hackney: 

Q.  Is  there  any  further  comment  you  wish  to  make  about 
either  one  of  the  exhibits,  Mr.  Fleger?  A.  I  believe  not. 

[2537]  Mr.  Hackney:  If  the  Examiner  pleases,  at 
transcript  page  181  the  Examiner  requested  that  the  Com¬ 
mission  be  supplied  with  a  certified  financial  statement  of 
Philadelphia  Company  and  its  subsidiary  companies,  as  of 
December  31,  1946. 

By  Mr.  Hackney: 

Q.  Mr.  Fleger,  I  show  you  an  exhibit  which  has  been 
marked  Philadelphia  Exhibit  No.  78.  Will  you  state  what 
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that  exhibit  is,  please?  A.  Philadelphia  Exhibit  No.  78 
is  a  set  of  financial  statements  as  of  December  31,  1946,  of 
Philadelphia  Company,  and  subsidiary  companies,  not  in¬ 
cluding  Pittsburgh  Railways  Company  and  its  subsidiaries, 
and  other  street  railway  subsidiaries  of  Philadelphia  Com¬ 
pany. 

These  statements  are  identical  with  the  statements  pre¬ 
viously  offered  in  evidence  as  Philadelphia  Exhibit  No.  6, 
and  received  as  such,  except  in  the  following  respects : 

First,  there  is  attached  to  the  statements  in  Philadelphia 
Exhibit  78,  certificate  of  independent  public  accountants, 
namely,  the  firm  of  Haskins  &  Sells,  dated  May  1,  1947,  as 
of  February  24,  1947 ;  and,  secondly,  the  certificate  states 
it  was  the  understanding  of  the  auditors  that  the  financial 
statements  referred  to  are  copies  of  the  statements  and 
notes  filed  in  this  proceeding  as  Philadelphia  Exhibit  No.  6, 
and  that  at  the  time  those  statements  were  prepared,  it  was 
the  Company’s  understanding  and  the  Auditors’  that  the 
[2538]  statements  and  notes  were  in  the  form  in  which 
they  would  appear  in  the  certified  statements  in  the  annual 
report  of  Philadelphia  Company  to  its  stockholders,  for 
the  year  1946,  and  that  subsequent  checking  of  the  printers’ 
proofs,  prior  to  the  final  printing  of  the  annual  reports  of 
Philadelphia  Company  resulted  in  certain  changes.  Those 
changes  consisted,  first,  of  a  change  in  the  accounts  receiv¬ 
able,  Trustees,  Pittsburgh  Railways  Company  and  Pitts¬ 
burgh  Motor  Coach  Company,  which  was  set  forth  in  Phila¬ 
delphia  Exhibit  6  as  $291,952.54,  which  final  checking 
disclosed  should  have  been  $269,832.52 ;  and  in  Accounts  Re¬ 
ceivable — Other,  which  was  shown  in  Philadelphia  Exhibit 
6  as  $149,794.43,  which  final  checking  disclosed  should  have 
been  $171,914.45.  Also,  the  certificate  states  a  change  was 
made  in  Note  A  to  the  financial  statements,  for  the  purpose 
of  clarification,  that  note  having  read  in  Philadelphia  Ex¬ 
hibit  No.  6  as  follows : 
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“However,  no  hearings  have  yet  been  held  on 
said  Plan.” 

the  plan  referred  to  being  the  Plan  of  Reorganization  filed 
by  the  Trustees  of  Pittsburgh  Railways  Company  and  Pitts¬ 
burgh  Motor  Coach  Company  in  the  pending  bankruptcy 
proceedings  of  those  companies  in  the  United  States  Dis¬ 
trict  Court,  which  statement  was  changed  by  the  auditors 
before  final  printing  of  the  annual  report  of  Philadelphia 
Company  to  [2539]  read:  “However,  no  hearings  have 
yet  been  held  on  the  merits  of  the  said  Plan,” — the  change 
consisting  of  the  insertion  of  the  words  “merits  of  the”. 

Mr.  Hackney:  I  now  offer  in  evidence  Philadelphia  Ex¬ 
hibit  Xo.  7S. 

Mr.  Guttmann:  I  object,  if  your  Honor  please.  I  think 
it  is  clear  that  the  exhibit  is  not  pertinent  to  the  purpose 
Expressed  by  Mr.  Hackney  in  his  introduction.  At  the  time 
Exhibit  6  was  introduced,  Mr.  Fleger  gave  us  to  understand 
very  definitely  that  that  exhibit  represented  audited  finan¬ 
cial  statements,  and  your  Honor,  at  transcript  page  181 
requested  that  the  auditors’  certificate  in  connection  with 
those  financial  statements  be  produced. 

This  document  obviously  contains  a  statement,  dated 
May  1,  1947,  as  of  February  24,  1947,  and  does  not  at  all 
comply  with  your  Honor’s  request  and  is  not  at  all  con¬ 
sistent  with  the  suggested  offer  and  purpose  that  Mr.  Hack¬ 
ney  indicated. 

The  Witness:  May  I  interject,  Mr.  Examiner,  that  to 
the  best  of  my  recollection  I  did  not  testify  that  a  certificate 
of  independent  auditors  had  been  given  in  connection  with 
the  statements  introduced  as  Philadelphia  Exhibit  No.  6.  I 
stated  rather  that  the  statements  had  been  audited,  and  this 
exhibit  is  being  produced  on  the  assumption  that  the  Com¬ 
mission  desired  a  certificate  to  be  given  with  respect  to 
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the  audit  that  had  been  made  and  which  I  referred  to  and 
the  [2540]  certificate  is  incorporated  in  this  exhibit,  and, 
of  course,  would  not  be  complete  without  the  accompanying 
statements  to  which  it  relates. 

The  Examiner:  Is  this  the  only  certificate  from  Haskins 
&  Sells  that  the  Company  has  had,  either  used  for  the  stock¬ 
holders  and  annual  report,  or  any  other  purpose  ? 

The  Witness:  When  the  financial  statements  identified 
as  Philadelphia  Exhibit  No.  6  were  prepared,  they  were 
prepared  for  the  purpose  of  this  case.  We  do  not  under¬ 
stand  that  a  certificate  of  independent  public  accountants 
would  be  required  in  connection  with  those  statements,  but 
inasmuch  as  the  financial  statements  which  were  to  be  util¬ 
ized  in  the  annual  reports  to  the  stockholders  of  Philadel¬ 
phia  Company  were  in  process  of  preparation  and  uncom¬ 
pleted  before  Philadelphia  Exhibit  6  was  completed,  we 
thought  it  advisable  to  have  those  statements  actually 
audited  by  Haskins  &  Sells,  which  they  did.  However,  we 
did  not  specifically  ask  them  to  furnish  a  certificate  in  con¬ 
nection  with  those  statements  because,  as  the  certificate  set 
forth  in  Philadelphia  Exhibit  78  states  on  its  face,  it  was 
the  understanding  of  both  the  companies  and  the  auditors 
that  the  statements  would  be  identical  with  those  then  about 
to  be  published  in  the  annual  report  of  Philadelphia  Com¬ 
pany,  and,  of  course,  in  connection  with  the  financial  state¬ 
ments  included  in  the  annual  reports  of  Philadelphia  Com¬ 
pany,  there  [2541]  is  a  certificate  of  Haskins  &  Sells.  This 
certificate  since  it  relates  to  the  statements  introduced  as 
Philadelphia  Exhibit  6,  points  out  the  two  changes  that  were 
made  in  the  financial  statements  between  the  time  that  the 
statements  which  comprise  Philadelphia  6  were  completed 
for  the  purpose  of  this  case,  and  the  time  when  the  state¬ 
ments  for  the  purpose  of  the  annual  report  were  finally 
printed. 

The  Examiner:  In  answer  to  my  question,  then,  you 
have  had  two  certificates  from  Haskins  &  Sells,  one  which 
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was  published  in  the  annual  report  to  stockholders,  and 
this  present  one! 

The  Witness:  Yes,  and  I  made  my  explanation  for  the 
purpose  of  pointing  out  that  there  necessarily  had  to  be 
two  certificates,  because  the  one  accompanying  the  state¬ 
ments  introduced  in  this  case,  of  necessity,  had  to  point  out 
the  two  changes  which  I  have  explained,  that  were  made 
in  the  statements,  and  the  footnotes  attached  thereto,  before 
the  annual  report  statements  were  finally  published  and 
certified  to  by  Haskins  &  Sells. 

The  Examiner:  I  will  overrule  the  objection. 

Mr.  Guttmann:  I  respectfully  except. 

The  Examiner:  And  the  exhibit  will  come  in. 

By  Mr.  Guttmann: 

[2542]  Q.  Mr.  Fleger,  did  you  have  any  certificate  of 
Haskins  &  Sells  prior  to  May  1, 1947 !  A.  The  certificate 
of  Haskins  &  Sells  was  not  received  in  any  official  sense 
until  the  annual  report  of  Philadelphia  Company  for  the 
year  1946  was  put  in  form  for  final  printing.  I  don’t  recall 
at  the  moment  the  precise  date  on  which  that  occurred,  but 
l  am  under  the  impression  that  that  occurred  some  time  in 
the  latter  part  of  March,  1947. 

Q.  Would  that  be  the  certificate  that  is  a  part  of  the 
report  to  stockholders  dated  February  24!  A.  That  is 
right. 

Q.  Did  you  have  any  other  certificate  from  Haskins  & 
Sells,  other  than  the  one  printed  in  your  annual  report,  or 
the  one  that  is  a  part  of  your  Exhibit  78?  A.  No,  I  have 
attempted  to  explain  all  of  the  circumstances  in  connec¬ 
tion  with  the  certificates  that  we  did  obtain,  and  as  they 
indicate,  the  only  two  that  we  did  obtain  were  the  one  that 
is  in  the  annual  report  and  the  one  that  is  in  Philadelphia 
Exhibit  No.  78. 
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Mr.  Guttmann:  I  now  move,  if  Your  Honor  please,  that 
Exhibit  6  be  stricken,  on  the  basis  of  the  statements  of  the 
witness. 

The  Examiner:  Did  you  mean  Exhibit  6? 

Mr.  Guttmann:  Yes,  sir. 

The  Examiner:  The  motion  will  be  denied  and  you  may 
have  [2543]  an  exception. 

By  Mr.  Hackney: 

Q.  Mr.  Fleger,  will  you  get  in  front  of  you,  please,  the 
transcript  of  testimony,  with  particular  reference  to  page 
527.  On  cross-examination  you  were  asked  by  Mr.  Gutt¬ 
mann  a  question  as  to  the  nature  of  an  item  of  indebtedness 
of  affiliated  companies,  amounting  to  $1,488,135  appearing 
on  page  1  of  Philadelphia  Exhibit  No.  6. 

Since  your  prior  testimony,  have  you  had  any  occasion 
to  verify  vour  answers  to  Mr.  Guttmann’s  question?  A. 
I  have.  I  find  that  that  answer  is  incorrect,  in  that  a  tran¬ 
script  of  that  item  disclosed  on  checking  that  the  amount 
referred  to  was  comprised  almost  entirely  of  rentals  pay¬ 
able  by  Equitable  Gas  Company  to  Philadelphia  Company, 
under  the  contract  of  lease  that  has  been  previously  testi¬ 
fied  to,  which  amounted  to  $1,449,242.04. 

Q.  Will  you  get  in  front  of  you,  please,  page  549  of  the 
transcript  of  testimony?  A.  Yes,  sir. 

Q.  Mr.  Guttmann  asked  you  a  question  with  reference 
to  page  13  of  Philadelphia  Exhibit  No.  6,  pertaining  to 
current  liabilities  of  Equitable  Gas  Company  and  with  par¬ 
ticular  reference  to  indebtedness  to  affiliated  companies. 
Since  you  previously  have  testified,  have  you  had  occasion 
to  verify  your  answer  to  that  question?  [2544]  A.  I 
have,  and  I  find  on  checking  that  that  likewise  was  in¬ 
correct,  in  that  the  item  referred  to  consists  almost  entirely 
of  amounts  owing  by  Equitable  Gas  Company  for  rent,  in 
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the  amount  of  $1,449,242.04,  which  is  the  item  I  have  just 
referred  to,  and  amounts  owing  for  gas  purchased  from 
Pittsburgh  &  West  Virginia  Gas  Company  in  the  amount 
of  $798,685.80 — the  balance  being  comprised  of  miscellane¬ 
ous  charges  in  relatively  small  amounts. 

Q.  Mr.  Fleger,  while  you  were  under  cross-examination 
by  Mr.  Guttmann,  he  made  a  number  of  requests  for  addi¬ 
tional  information.  Are  you  prepared  to  answer  most  of 
those  requests  at  this  time?  A.  I  am. 

Q.  Will  you  please  proceed,  then,  to  answer  those  re¬ 
quests?  A.  At  page  174  of  the  transcript  Mr.  Guttmann 
inquired  whether  the  original  portion  of  the  property  that 
has  been  identified  in  this  proceeding  as  the  Central  Build¬ 
ing,  435  Sixth  Avenue,  Pittsburgh — from  whom  it  was  first 
acquired  by  the  Equitable  Eeal  Estate  Company.  I  find 
upon  checking  the  records,  that  that  property  was  acquired 
by  the  Equitable  Real  Estate  Company  from  the  Consoli¬ 
dated  Gas  Company  of  the  City  of  Pittsburgh.  That  prop¬ 
erty  consisted  of  land  and  the  building  erected  thereon. 
About  the  same  time  the  Equitable  Real  Estate  Company 
acquired  two  adjacent  tracts  from  two  [2545]  other  par¬ 
ties,  and  in  the  year  1924  the  Equitable  Real  Estate  Com¬ 
pany  built  on  those  two  latter  tracts,  an  addition  to  the 
Central  Building,  which  more  than  doubled  its  size. 

Several  years  later — I  believe  in  about  1927  to  1929 — 
the  Equitable  Real  Estate  Company  made  a  further  addi¬ 
tion  to  the  Central  Building,  consisting  of  an  addition  to 
the  ninth  floor  of  the  building. 

At  pages  253  and  254  of  the  transcript,  Mr.  Guttmann, 
referring  to  Philadelphia  Company  Exhibit  No.  11,  which 
was  a  schedule  showing  the  rates  of  Equitable  Gas  Com¬ 
pany  and  various  other  gas  companies  in  Pennsylvania, 
inquired  as  to  which  of  the  companies  furnished  natural 
gas,  which  furnished  mixed  and  which  furnished  manu¬ 
factured  gas. 
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The  following  companies  on  the  exhibit  mentioned  fur¬ 
nished  natural  gas: 

Equitable  Gas  Company; 

Manufacturers  Light  &  Heat  Company; 

Peoples  Natural  Gas  Company; 

Phillips  Oil  &  Gas  Company; 

All  of  the  other  companies  on  Philadelphia  Exhibit  11 
furnished  or  sold  manufactured  gas. 

I  would  like  to  make  one  other  comment  on  this  exhibit. 
At  the  time  that  I  introduced  this  exhibit  in  evidence,  there 
was  pending  a  rate  proceeding  involving  rates  of  the 
Equitable  Gas  Company,  and  in  response  to  a  question  by 
Mr.  Guttmann,  I  [2546]  indicated  that  the  Equitable  Gas 
Company  had  pending  in  that  proceeding  a  request  for  an 
increase  in  its  rates,  as  shown  on  Philadelphia  Exhibit  11. 

Since  that  time,  as  I  have  already  testified,  the  rate  case 
referred  to  has  been  concluded,  and  the  effect  of  the 
decision  is  to  leave  the  rates  of  Equitable  Gas  Company 
exactly  as  shown  on  Philadelphia  Exhibit  11. 

Page  264  of  the  transcript,  Mr.  Guttmann  asked  me  to 
furnish  figures  as  to  the  relative  volumes  of  gas  obtained 
by  the  Peoples  Natural  Gas  Company  and  the  Equitable 
Gas  Company  from  their  respective  suppliers  at  the  Penn¬ 
sylvania-West  Virginia  State  Line. 

I  have  checked  the  annual  reports  for  the  two  companies 
to  the  Pennsylvania  Public  Utility  Commission  for  the  year 
1946,  and  they  show  that  in  that  year  Peoples  Natural  Gas 
Company  purchased  from  the  Hope  Natural  Gas  Company 
at  the  Pennsylvania-West  Virginia  State  Line,  21,421,476,000 
cubic  feet  of  gas. 

In  the  same  period  the  Equitable  Gas  Company  pur¬ 
chased  from  the  Pittsburgh  &  West  Virginia  Gas  Company 
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at  the  Pennsylvania-West  Virginia  State  Line  a  total  of 
27,631,917,000  Mcf. 

I  should  like  to  point  out  in  that  connection  that  the 
rate  charged  by  Hope  Natural  Gas  Company  for  gas  sold  to 
Peoples  Natural  Gas  Company  is  a  flat  rate  of  2Sx/*>  cents 
[2547]  per  1,000  cubic  feet  and  is  not  affected,  according 
to  my  understanding,  by  the  volume  of  gas  sold. 

On  the  other  hand,  as  I  have  just  explained,  the  rate 
charged  by  Pittsburgh  &  West  Virginia  Gas  Company  for 
gas  sold  to  Equitable  Gas  Company  does  depend,  to  some 
extent,  on  the  amount  of  gas  purchased.  But  all  of  the 
gas.  except  the  first  200,000,000  cubic  feet  is  charged  for 
at  the  rate  of  26  cents  per  1,000  cubic  feet,  and  on  the  basis 
of  the  amount  of  gas  sold  in  1946,  the  average  rate  paid 
by  Equitable  Gas  Company  for  gas  purchased  from  Pitts¬ 
burgh  &  West  Virginia  Gas  Company  amounted  to  26.69 if: 
per  1,000  cubic  feet  as  compared  with  281/c<i  charged  by 
Hope  Natural  Gas  for  gas  sold  to  the  Peoples  Natural  Gas 
Company. 

At  page  279  of  the  transcript,  in  testifying  with  respect 
to  Philadelphia  Exhibit  No.  16,  which  was  the  sched¬ 
ule  of  the  rates  of  Pittsburgh  Railways  Company  and 
various  other  transit  companies  operating  in  Pennsylvania, 
I  stated  that  it  was  my  understanding  and  recollection  that 
the  rates  shown  for  Philadelphia  Transportation  Company 
reflected  or  included  the  recent  rate  increase  authorized 
for  that  Company  by  the  Pennsylvania  Public  Utility  Com¬ 
mission,  but  I  wished  to  verify  that.  I  have  done  that  and 
I  find  that  my  statement  was  correct. 

At  page  312  of  the  transcript  Mr.  Guttmann  asked  that 
we  furnish  him  with  the  number  of  holders  of  the  preferred 
5  per  [2548]  cent  capital  stock  of  the  Philadelphia  Com¬ 
pany.  There  are  at  the  present  time  ten  holders  of  such 
stock. 
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Mr.  Hackney:  I  believe  the  Examiner  requested  that. 

The  Witness:  At  page  427  of  the  transcript,  Mr.  Gutt- 
mann  asked  me  to  verify  whether  Philadelphia  Company 
officially  acquired  an  interest  in  the  Equitable  Gas  Company 
around  June  of  1899  and  whether  at  that  time  Philadelphia 
Company  employees  and  officers  were  installed  as  officers 
and  directors  of  the  Equitable  Gas  Company. 

[2549]  A.  The  Philadelphia  Company  purchased  stock 
of  the  Equitable  Gas  Company  between  January,  1899  and 
June,  1899,  in  which  month  it  obtained  a  sufficient  number 
of  shares  to  control  the  company.  At  that  time  the  direc¬ 
tors  and  officers  of  Philadelphia  Company  were — directors : 
James  D.  Callerv,  J.  C.  McDowell,  George  H.  Frazier,  T.  H. 
Given,  M.  K.  McMullin,  H.  J.  Bowdin,  Joshua  Rhodes  and 
Patrick  Calhoun. 

The  officers  were:  President,  James  H.  Reed; 

Vice-president,  James  D.  Callery; 

Second  vice-president  and  general  manager,  J.  C.  Mc- 
dowell ; 

Secretary,  Joseph  F.  Guffey; 

Treasurer,  C.  J.  Braun,  Jr. 

In  June,  to  be  exact  on  June  27, 1899,  after  Philadelphia 
Company  had  acquired  control  of  Equitable  Gas  Company, 
the  following  directors  and  officers  were  elected — 

Directors:  J.  H.  Reed,  J.  D.  Callery,  J.  C.  McDowell, 
W.  H.  Hammon,  C.  J.  Braun,  Jr.,  Joseph  F.  Guffey,  "W.  R. 
Truby,  Robert  Young  and  Matthew  Bigger. 

Officers:  President,  J.  H.  Reed; 

Vice-president,  J.  C.  McDowell ; 

Treasurer,  C.  J.  Braun,  Jr.; 
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Secretary,  Joseph  F.  Guffey. 

At  pages  429  and  430,  in  referring  to  the  operating 
agreement  of  1S99  between  the  Philadelphia  Company  and 
Equitable  Gas  Company,  under  which  Philadelphia  Com¬ 
pany  assumed  the  [2550]  operation  of  the  property  of 
Equitable  Gas  Company,  and  referring  to  the  lease  of  1913 
between  Philadelphia  Company  and  Equitable  Gas  Com¬ 
pany  and  the  subsequent  lease  between  those  companies  of 
1923,  pursuant  to  which  leases  Philadelphia  Company  leased 
all  of  its  production,  transportation  and  distribution  prop¬ 
erties  to  Equitable  Gas  Company,  I  was  asked  whether  any 
of  the  properties  taken  over  by  Philadelphia  Company  for 
operation  by  Equitable  Gas  Company  under  the  1899  agree¬ 
ment  had  been  included  in  the  property  leased  by  Philadel¬ 
phia  Company  to  Equitable  Gas  Company  in  the  leases  of 
1913  and  1923.  During  the  period  of  the  agreement  of  1899 
separate  records  and  accounts  for  the  respective  properties 
of  the  Equitable  Gas  Company  and  Philadelphia  Company 
were  maintained  and  none  of  the  property  of  Equitable  Gas 
Company  which  Philadelphia  Company  undertook  to  oper¬ 
ate  pursuant  to  that  agreement  was  included  in  the  subse¬ 
quent  lease  of  property  from  Philadelphia  Company  to 
Equitable  Gas  Company  in  1913  and  1923. 

At  page  433  Mr.  Guttmann  asked  me  what  treatment 
had  been  accorded  to  the  rental  payable  by  Equitable  Gas 
Company  under  the  leases  of  1913  and  1923,  which  I  have 
just  referred  to,  in  the  rate  proceedings  of  Equitable  Gas 
Company  which  preceded  the  rate  proceeding  which  was 
just  concluded  this  year.  I  have  already  testified  that  in 
the  rate  proceeding  which  was  concluded  this  year  the 
rental  was  given  no  effect,  inasmuch  as  the  [2551]  com¬ 
pany,  in  the  presentation  of  this  case,  and  the  Commission 
in  its  disposition  of  the  case,  treated  the  property  of  Phila¬ 
delphia  Company  as  though  owned  by  Equitable  Gas  Com¬ 
pany,  thereby  rendering  it  unnecessary  to  pass  upon  the 
reasonableness  of  the  rent  as  an  operating  expense.  I  find 
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that  in  1917  and  1920  certain  complaints  involving  the  rates 
of  the  Equitable  Gas  Company  were  filed  with  the  Pennsyl¬ 
vania  Public  Service  Commisison,  but  after  some  few  hear¬ 
ings  the  complaints  were  discontinued  without  any  pro¬ 
ceedings  or  order  by  the  Commission.  However,  in  the 
period  between  1921  and  1924  the  Equitable  Gas  Company 
made  certain  adjustments  in  its  tariffs  which  resulted  in 
various  complaints  against  its  rates  being  filed  with  the 
Pennsylvania  Public  Service  Commission.  Those  com¬ 
plaints  were  all  dismissed  on  November  20,  1928,  the  Com¬ 
mission  finding  that  the  rates  of  the  Equitable  Gas  Com¬ 
pany  were  not  unreasonable.  In  those  proceedings  also 
there  was  no  effect  whatever  given  to  the  rent,  the  Commis¬ 
sion  valued  the  property  again  as  though  all  of  the  prop¬ 
erty  of  the  Philadelphia  Company  was  owned  by  Equitable 
Gas  Company  and  it  again  was  not  necessary  to  pass  upon 
the  reasonableness  of  the  rent. 

In  that  same  connection,  at  page  434  of  the  transcript, 
Mr.  Guttmann,  referring  to  the  tariffs  originally  filed  with 
the  Pennsylvania  Public  Utilities  Commission  when  the 
Pennsylvania  Public  Service  Company  law  of  1913  first 
became  [2552]  effective,  asked  what  treatment,  if  any, 
was  given  the  rent  in  connection  with  the  filing  of  those 
tariffs.  There  again  no  effect  whatever  was  given  to  the 
rent  prescribed  in  the  leases  between  Equitable  Gas  Com¬ 
pany  and  Philadelphia  Company.  In  fact,  the  tariffs  of 
Equitable  Gas  Company  which  were  in  effect  prior  to  the 
effective  date  of  the  Pennsylvania  Public  Service  Company 
law  of  1913  were  continued  in  effect  and  in  their  identical 
form  under  the  1913  Act  and  no  change  whatever  was  made 
in  them. 

At  page  437  of  the  transcript  Mr.  Guttmann  asked  that 
we  furnish  him  with  a  transcript  of  payments  for  each  year 
from  1913  to  date,  setting  forth  the  amounts  paid  by  Equi¬ 
table  Gas  Company  to  Philadelphia  Company  as  and  for 
rent  and  the  amount  paid  by  Equitable  to  Philadelphia 
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Company  as  and  for  annual  depreciation  and  also  setting 
forth  in  each  year  the  dollar  base  valuation  of  property 
upon  which  the  8  per  cent  rental  was  computed.  I  have 
furnished  Mr.  Guttmann  with  such  a  transcript. 

Mr.  Guttmann:  I  acknowledge  receipt  of  the  same,  Mr. 
Fleger. 

The  Witness:  And  I  would  like  to  supplement  that  in¬ 
formation  by  pointing  out  that  during  the  period  covered 
by  that  transcript  the  policies  followed  with  respect  to 
depreciation,  first,  as  to  the  property  owned  by  Philadelphia 
Company,  secondly,  the  property  owned  by  Equitable  Gas 
Company  [2553]  and  thirdly,  the  property  owned  by  Pitts¬ 
burgh  &  West  Virginia  Gas  Company,  was  at  all  times  con¬ 
sistent  in  every  respect,  with  one  exception,  namely,  that 
from  July  1,  1924  the  Pittsburgh  &  West  Virginia  Gas 
Company  used  a  somewhat  higher  rate  of  depreciation  for 
distribution  property  than  did  Philadelphia  Company, 
Equitable  Gas  Company,  although  the  policy  in  that  respect 
of  the  two  latter  companies  was  identical. 

Subsequent  to  December  31,  1929,  and  for  the  period 
prior  to  July  1,  1924,  the  policy  of  Pittsburgh  &  West  Vir¬ 
ginia  Gas  Company  has  been  identical  at  all  times  with  that 
of  the  policy  of  Equitable  Gas  Company  and  Philadelphia 
Company. 

At  page  440  and  441  of  the  transcript  Mr.  Guttmann 
asked  that  we  furnish  the  original  cost  of  the  properties 
leased  by  Philadelphia  Company  to  Equitable  Gas  Com¬ 
pany.  I  pointed  out  that  the  original  cost  of  those  prop¬ 
erties  had  not  yet  been  determined  by  the  Pennsylvania 
Public  Utility  Commission  and  Mr.  Guttmann  asked  that  we 
furnish  him  with  the  original  cost  figures  for  that  property 
as  determined  by  the  company  and  set  forth  as  a  supple¬ 
ment  to  the  original  cost  report  filed  by  the  Equitable  Gas 
Company  with  the  Pennsylvania  Public  Utility  Commission. 
The  original  cost  of  those  properties  as  determined  by  the 
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company  as  of  December  31,  1938,  with  net  additions  at 
original  cost  to  December  31, 1946,  is  $32,662,034.48,  against 
which  there  has  been  accrued  [2554]  depreciation  in  the 
amount  of  $16,720,151.36,  leaving  a  depreciated  original 
cost  of  $15,941,883.12. 

In  that  connection  I  should  like  to  point  out  that  in  its 
order  disposing  of  the  recent  rate  proceeding  of  Equitable 
Gas  Company  the  Pennsylvania  Public  Utility  Commission 
found  that  the  original  cost  of  the  property  owned  by 
Philadelphia  Company  and  the  property  owned  by  Equi¬ 
table  Gas  Company  to  be  at  December  31, 1944,  $21,184,614; 
it  found  the  fair  value  of  those  properties  to  be  $29,806,857; 
it  found  the  reproduction  cost  new  of  those  properties  to 
be  $38,044,776,  all  three  of  those  figures  being  depreciated 
figures.  Allocating  those  values  between  property  owned 
by  Philadelphia  Company  and  property  owned  by  Equitable 
Gas  Company  on  the  basis  of  the  ratio  of  the  original  cost 
of  each  company’s  property  to  the  total,  the  net  amounts 
for  the  property  owned  by  Philadelphia  Company  and 
leased  to  Equitable  Gas  Company  at  December  31,  1944 
were  $1S,006,922,  fair  value  $25,335,828,  reproduction  cost 
$32,338,061,  and  I  should  like  further  to  direct  attention  to 
the  fact  that  the  rental  base  for  the  leased  property  as  of 
December  31,  1944  was  $25,016,515. 

[Recess,  followed  by  an  appearance  for  a  committee 
representing  the  6%  cumulative  preferred  stockholders  of 
Philadelphia  Company.] 

[2556]  Mr.  Hackney:  If  the  Examiner  please,  on  Tues¬ 
day,  June  10  Mr.  Fleger  and  I  on  behalf  of  the  respondents 
together  with  Mr.  Guttmann  on  behalf  of  the  Commission’s 
staff  went  to  the  secretary  of  the  Commission  and  requested 
that  when  this  hearing  adjourns  tomorrow  that  we  have  a 
two-week  adjournment  of  the  hearings  so  that  we  could  re¬ 
convene  on  June  30.  We  requested  the  secretary  to  convey 
that  request  to  the  Commission  and  we  told  him  that  we 
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were  prepared  to  argue  it  orally  or  to  present  the  matter 
orally  before  the  Commission. 

Shortly  before  the  recess  today  we  were  advised  that  the 
Commission  had  denied  our  request.  During  the  recess 
Mr.  Fleger  and  I  again  waited  upon  the  Chairman,  who  was 
tied  up  at  the  time — at  least  that  was  the  word  we  got — and 
we  waited  upon  the  secretary  with  the  request  that  we  be 
granted  the  right  to  present  our  matter  orally  to  the  Com¬ 
mission,  that  is,  our  request  for  a  two-week  adjournment. 
We  were  advised  that  the  Commission  was  in  session,  that 
he  could  not  present  it  until  possibly  late  in  the  afternoon  at 
the  earliest  or  possibly  tomorrow  morning.  We  want  the 
record  to  show  the  facts  in  connection  with  our  request  for 
an  adjournment. 

.1/r.  Guttmann:  If  your  Honor  please,  the  statement 
made  by  Mr.  Hackney  I  am  certain  inadvertently  contained 
a  slight  misstatement.  While  it  is  true  that  I  accompanied 
Mr.  Fleger  and  Mr.  Hackney  before  the  secretary,  I  think 
that  the  statement  [2557]  carried  the  implication  that  per¬ 
haps  I  joined  in  the  request,  which  is  not  so. 

The  Examiner:  This  two-week  adjournment  is  based 
with  the  idea  of  having  Mr.  Coffman  have  some  additional 
time  to  get  information? 

Mr.  Hackney:  There  are  various  reasons,  if  your  Honor 
please.  In  the  first  place,  all  of  us  have  been  here  for  five 
consecutive  weeks  at  very  considerable  sacrifice  to  our¬ 
selves  because  we  have  been  doing  our  best  to  meet  the 
Commission’s  desire  for  a  speedy  disposition  of  this  case. 
For  five  consecutive  weeks  we  have  been  here  working  day 
and  night,  many  evenings  until  way  late  in  the  evenings. 
During  that  time,  so  far  as  counsel  is  concerned,  all  kinds 
of  things  have  accumulated  that  really  require  attention  of 
counsel — and  I  am  speaking  for  myself.  Also,  in  connec¬ 
tion  with  the  affairs  in  Philadelphia  Company,  all  kinds  of 
things  have  accumulated  requiring  the  immediate  attention 
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of  Mr.  Fleger,  who  is  the  executive  vice-president  of  Phila¬ 
delphia  Company.  On  top  of  that,  we  had,  I  think  it  was, 
11  or  12  days  of  cross-examination  of  Mr.  Coffman.  We 
haven’t  yet  had  a  chance  to  study  that  cross-examination 
to  determine  the  extent  to  which  we  want  some  redirect 
examination. 

In  addition  to  that  there  were  a  number  of  requests 
made  for  additional  information  from  Mr.  Coffman  by  your 
Honor  himself.  There  were  also  some  requests  made  by 
Mr.  Guttmann  for  [2558]  additional  information,  and  there 
are  a  number  of  respects  in  which  we  think  that  this  Com¬ 
mission  ought  to  be  the  first  to  want  the  facts  brought  out 
and  not  to  suppress  the  facts.  Mr.  Coffman  and  his  staff 
will  prepare  such  data  from  the  company  records  as  we 
think  will  be  pertinent  and  will  be  helpful  to  the  Commission 
in  considering  Mr.  Coffman’s  testimony. 

Also,  in  addition  to  Mr.  Coffman,  there  is  some  redirect 
of  Mr.  Fleger  which  we  haven’t  yet  developed.  There  is 
some  redirect  of  Mr.  Hartt.  There  is  redirect  examination 
of  Mr.  Stone.  There  is  redirect  of  Mr.  Merrill.  On  all 
of  those  matters  we  have  to  have  time  to  consider,  to 
weigh,  to  prepare,  and  for  counsel  to  review  the  nature  of 
the  redirect  and  the  testimony  to  be  offered. 

The  Examiner:  As  I  understood  the  other  day  when  you 
suggested  a  two-week  adjournment,  Mr.  Guttmann  opposed 
it.  What  was  the  nature  of  your  opposition? 

Mr.  Guttmann:  If  your  Honor  please,  I  think  the  sug¬ 
gestion  was  made  by  Mr.  Hackney  the  other  day  of  a  slightly 
different  nature.  He  suggested  that  upon  the  completion 
of  cross-examination  of  Mr.  Coffman  he  would  want  a  delay 
for  the  purpose  of  preparing  the  redirect.  We  opposed 
that  on  the  grounds  then  stated,  which  I  will  briefly  restate. 
In  effect,  I  pointed  out  that  the  staff  was  allowed  no  advance 
time  by  the  company  in  preparation  for  cross-examination. 
We  took  the  [2559]  exhibits  as  we  found  them  and  went 
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right  into  cross-examination  and  had  carried  on  through. 
We  feel  that  unless  some  showing  can  be  made  which  has 
not  yet  been  made  showing  any  need  on  the  part  of  Mr. 
Coffman  for  any  furtherance  of  a  so-called  independent 
study  aside  from  his  bald  statement  on  the  record  that 
all  that  he  intends  to  do  from  here  on  out  is  to  go  and 
get  company  records  for  the  purpose  of  redirect  testimony, 
we  feel  that  there  is  no  proper  showing  of  legal  excuse  for 
any  delay  in  that  connection. 

So  far  as  any  other  attempt  on  the  part  of  the  company 
for  a  recess  or  continuance  or  delay  at  this  time  is  con¬ 
cerned,  we  feel  that  the  case  has  reached  a  point  whereby 
pressing  on  now  for  a  relatively  short  period  of  time  we 
should  reach  an  end  to  it  and  any  interference  with  the 
orderly  process - 

The  Examiner:  Irrespective  of  any  time  that  Mr.  Coff¬ 
man  would  require,  do  you  oppose  generally  a  continuance 
of  two  weeks? 

Mr.  Guttmann:  If  the  Examiner  please,  on  that  point 
we  believe  that  the  matter  has  been  heretofore  settled  by 
the  Commission  in  its  statements  and  orders. 

The  Examiner:  It  is  certainly  settled  as  far  as  the 
Trial  Examiner’s  discretion  is  concerned. 

Mr.  Guttmann:  We  are  in  accord  therewith  and  are  not 
questioning  the  effect  of  those  orders. 

Mr.  Hackney:  May  I  also  make  this  further  statement: 
In  [2560]  connection  with  Mr.  Guttmann ’s  statement  about 
his  chance  to  examine  the  Coffman  exhibits,  we  didn’t  press 
that  he  go  ahead  with  his  cross-examination  in  connection 
with  the  Coffman  exhibits.  If  he  had  asked  for  any  time 
at  all  at  which  to  have  time  to  have  studied  them,  we  would 
have  been  glad  to  go  along  with  Mr.  Guttmann  and  give 
him  all  the  time  in  the  world  so  that  all  the  facts  pertinent 
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to  this  inquiry  would  be  fully  developed  and  that  is  what 
we  are  asking  in  connection  with  Mr.  Coffman’s  re-direct 
examination,  that  the  facts  be  brought  out  and  spread  upon 
this  record ;  not  that  the  facts  be  suppressed.  The  opposi¬ 
tion  by  the  staff  surprises  me,  the  fact  that  they  should 
want  to  suppress  facts  rather  than  to  have  them  brought 
out. 

In  connection  with  this,  another  matter  which  was 
mentioned  and  which  I  mentioned  to  the  secretary  in  the 
presence  of  Mr.  Guttmann,  was  the  personal  matter  which 
I  have,  which  I  don’t  care  to  spread  upon  the  record, 
for  the  week  of  June  23.  In  addition  to  that,  we  want 
to  press  this  point,  that  if  we  are  not  granted  this  chance 
to  prepare  our  case  and  to  present  our  case  and  to  present 
the  facts,  that  we  are  being  denied  a  fair  trial  in  violation 
of  the  due  process  clause  of  the  Constitution. 

The  Examiner:  Well,  in  view  of  the  Commission’s  prior 
direction  to  the  Trial  Examiner  as  to  speed,  any  application 
for  an  adjournment  of  two  weeks  should  be  taken  up 
direct  with  the  [2561]  Commission.  You  can  do  that. 

Mr.  Hackney:  We  understood  that  and  that  was  the 
reason  for  waiting  upon  the  secretary,  to  request  the  recess, 
and  that  is  the  reason  this  afternoon  at  the  conclusion  of 
this  hearing  we  propose  to  wait  again  upon  the  Commission 
and  press  for  an  oral  argument  upon  our  motion. 

Mr.  Guttmann:  I  would  like  to  state  for  the  record 
that  I  object  very  strenuously  to  the  attempt  by  Mr. 
Hackney  to  characterize  the  attitude  of  the  Commission 
staff  as  being  that  of  attempting  to  suppress  facts  in  con¬ 
nection  with  witness  Coffman.  I  suggest  that  the  record 
will  show  that  if  there  has  been  any  suppression  of  facts, 
it  was  on  the  part  of  those  responsible  for  the  exhibits 
which  failed  to  contain  them. 
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The  Examiner:  I  don’t  think  we  will  go  into  any  ques¬ 
tion  of  suppression  of  facts  at  the  present  time.  I  don’t 
think  that  is  relevant. 

Mr.  Hackney:  The  staff  knows  as  well  as  anyone 
that - 

The  Examiner:  Never  mind,  Mr.  Hackney.  Let’s  go 
right  ahead  now. 

By  Mr.  Hackney: 

Q.  Mr.  Fleger,  you  were  in  the  midst  of  answering  some 
of  Mr.  Guttmann’s  inquiries.  Will  you  continue,  please? 
A.  Yes,  sir.  At  page  468  of  the  transcript  Mr.  Guttmann 
requested  that  we  furnish  him  with  a  statement  tracing 
dollar-wise  the  development  of  the  physical  assets  owned 
by  the  [2562]  Equitable  Gas  Company  since  the  formation 
of  that  company.  I  have  already  furnished  Mr.  Guttmann 
■with  such  a  statement. 

Mr.  Guttmann:  I  acknowledge  receipt  of  the  same  for 
the  record  from  Mr.  Fleger. 

The  Witness:  At  page  469  of  the  transcript,  470,  471 
and  472  Mr.  Guttmann  inquired  about  the  acquisition  by 
Equitable  Gas  Company  of  26,000  shares  of  capital  stock 
of  the  Peoples  Natural  Gas  &  Pipeage  Company,  and  he 
requested  that  I  verify  the  statement  that  in  1922  the  Board 
of  Directors  of  Equitable  Gas  Company  authorized  the 
purchase  of  that  stock  by  exchanging  therefor  26,000  shares 
of  $20  par  value  common  stock  of  Equitable  Gas  Company. 
Also,  that  I  ascertain  whether  or  not  in  1922  Peoples 
Natural  Gas  &  Pipeage  Company  was  wholly  owned  by 
the  Philadelphia  Company.  Also,  that  I  ascertain  the 
manner  in  which  the  26,000  shares  of  capital  stock  of 
Peoples  Natural  Gas  &  Pipeage  Company  was  originally 
acquired  by  the  Philadelphia  Company. 
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Between  April  15,  1919,  and  December  31,  1920,  Phila¬ 
delphia  Company  acquired  26,000  shares  par  value,  $25 
per  share,  of  the  stock  of  the  Peoples  Natural  Gas  &  Pipe- 
age  Company.  That  acquisition  was  made  pursuant  to  an 
agreement  between  the  Philadelphia  Company  and  George 
W.  Crawford,  William  S.  Lloyd,  W.  G.  Langfitt,  none  of 
whom  were  affiliated  with  the  Philadelphia  Company.  The 
consideration  was  $1,300,000,  consisting  of  25,961  shares 
par  value  of  $50  per  share  of  Philadelphia  Company  6  per 
cent  cumulative  preferred  stock  and  $11,950  in  [2563] 
cash.  That  acquisition  of  stock  by  Philadelphia  Company 
was  approved  by  the  Pennsylvania  Public  Service  Com¬ 
mission  on  March  31,  1919,  pursuant  to  an  application  of 
Philadelphia  Company  for  such  approval  at  Application 
Docket  No.  2369-1919. 

In  1929  Philadelphia  Company  sold  the  stock  of  Peoples 
Natural  Gas  &  Pipeage  Company,  to  which  I  have  just 
referred,  to  the  Equitable  Gas  Company,  the  consideration 
being  common  stock  of  the  Equitable  Gas  Company  having 
an  aggregate  par  value  of  $1,300,000,  being  the  same  con¬ 
sideration  which  Philadelphia  Company  paid  for  the  stock 
in  1919. 

That  sale  to  Equitable  Gas  Company  was  also  approved 
by  the  Public  Service  Commission  of  Pennsylvania  on  Janu¬ 
ary  2,  1923,  pursuant  to  an  application  of  the  Equitable 
Gas  Company  at  Application  Docket  No.  7545-1922. 

[2564]  At  page  474  of  the  transcript  Mr.  Guttmann 
asked  that  we  furnish  him  with  a  copy  of  the  operating 
agreement  of  July  1,  1899,  between  Philadelphia  Company 
and  Equitable  Gas  Company. 

That  agreement  has  been  supplied  to  Mr.  Guttmann, 
and  I  have  already  explained  for  the  record  the  general 
nature  of  that  contract. 
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Mr.  Guttmann:  For  the  record,  I  acknowledge  receipt. 
Thank  you,  Mr.  Fleger. 

The  Witness:  At  page  479  and  4S0  Mr.  Guttmann  asked 
me  to  furnish  him  with  the  cost  per  Mcf  to  Kentucky  West 
Virginia  Gas  Company  for  the  gas  which  it  produced,  if 
that  figure  is  available. 

The  property  of  Kentucky  West  Virginia  Gas  Company 
consists  largely  of  producing  property.  However,  the 
Company  does  engage  in  some  transmission  of  gas  and 
also,  to  a  very  limited  extent,  engages  in  the  distribution 
of  gas. 

The  Company  has  never  had  occasion  to  specifically 
maintain  records  or  prepare  information  which  segregates 
cost  of  production,  cost  of  transmission,  cost  of  distribu¬ 
tion.  Furthermore,  the  development  of  such  figures 
involves  the  use  of  judgment,  as  to  which  opinions  might 
differ,  as  to  what  portion  of  the  property  is  properly 
classified  as  production,  what  is  properly  classified  as 
transmission,  what  is  properly  classified  as  distribution; 
in  fact,  a  dis-  [2565]  agreement  on  that  subject  is  before 
the  Federal  Power  Commission  at  the  present  time,  and  it 
appears  in  that  case  the  staff  of  the  Federal  Power  Com¬ 
mission  had  substantially  different  views  as  to  the  line  of 
demarcation  between  production  properties  and  transmis¬ 
sion  and  distribution  properties. 

In  view  of  those  circumstances,  I  obtained  the  entire 
host  per  Mcf  to  Kentucky  West  Virginia  Gas  Company  of 
the  gas  sold  by  it  for  several  recent  years.  Those  average 
costs  per  Mcf  gas  sold  are  as  follows: 

1943,  12.13  cents  per  thousand  cubic  feet. 

1944,  12.30  cents; 

1945,  13.09  cents; 

1946,  13.13  cents. 
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At  page  4S0  of  the  transcript,  Mr.  Guttmann  asked 
whether  similarly  we  could  obtain  for  him  on  an  Mcf  basis 
the  transmission  costs  to  Equitable  Gas  Company  of  gas 
transmitted  from  the  Pennsylvania  West  Virginia  State 
Line  to  what  he  characterized  as  the  Pittsburgh  City  Gate. 

The  Equitable  Gas  Company  has  not  had  any  occasion 
to  maintain  a  record  of  its  costs  segregated  on  such  a  basis. 
In  fact,  there  is  no  such  thing  as  a  City  Gate  in  so  far 
as  the  operations  of  the  Equitable  Gas  Company  are  con¬ 
cerned.  In  fact,  in  that  same  connection,  Mr.  Guttmann, 
at  another  point  in  his  cross-examination,  asked  that  we 
state  the  City  Gate  rates  of  Manufacturers  Light  &  Heat 
Company  and  [2566]  the  Peoples  Natural  Gas  Company. 
Such  investigation  as  I  have  been  able  to  make  did  not 
disclose  that  either  of  those  companies  have  what  can  be 
determined  City  Gate  rates. 

Here  again  an  estimate  of  cost  of  transporting  gas  from 
the  Pennsylvania- West  Virginia  State  Line  to  the  local 
distribution  system  of  Equitable  Gas  Company  would 
require  an  exercise  of  judgment  as  to  what  is  properly 
includable  in  the  transmission  property  and  what  is  prop¬ 
erly  includable  in  the  distribution  property.  It  would 
involve,  among  other  things,  an  allocation  of  the  overhead 
expense  of  the  company  between  those  two  types  of  prop¬ 
erty.  I  did  not  undertake  to  have  such  an  estimate  made 
because,  aside  from  the  work  and  expense  involved,  I  do 
not  feel  that  it  would  be  of  any  significance,  because  it 
cannot  be  compared  to  any  official  figures  of  a  comparable 
nature  of  either  Manufacturers  Light  Company  or  Peoples 
Natural  Gas  Company,  and  unless  an  agreement  could  be 
reached  between  all  three  companies  as  to  the  basis  on 
which  the  costs  could  be  segregated  as  between  transmission 
and  distribution,  no  proper  comparison  could  be  made. 

At  page  481  of  the  transcript,  Mr.  Guttmann  asked  that 
we  supply  the  facts  and  details  concerning  the  merger  of 
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Equitable  Gas  Company  and  Monongahela  Gas  Company. 
That  merger  was  consummated  pursuant  to  an  agreement 
of  merger  dated  September  15,  1925,  which  was  approved 
by  the  directors  and  stockholders  of  both  companies. 
Furthermore,  the  merger  [2567]  was  approved  by  an  order 
of  the  Public  Service  Commission  of  Pennsylvania,  under 
date  of  March  25,  1926,  pursuant  to  an  application  of  the 
Equitable  Gas  Company  and  the  Monongahela  Gas  Com¬ 
pany  for  such  approval,  Application  Docket  No.  1375-1915. 

Under  the  terms  of  the  merger  the  balances  in  the  asset 
and  liability  accounts  on  the  books  of  Monogahela  Natural 
Gas  Company  were  transferred  without  adjustment  to  the 
hooks  of  account  of  the  Equitable  Gas  Company. 

At  the  time  of  the  merger  Equitable  Gas  Company  had 
outstanding  40,000  shares  of  common  capital  stock  having 
a  par  value  of  $50  per  share  and  6,000  shares  of  6  per  cent 
preferred  stock  having  a  par  value  of  $50  per  share.  All 
of  this  stock  was  owned  by  the  Philadelphia  Company  and 
was  carried  on  the  books  of  that  company  at  an  aggregate 
book  value  of  $2,300,000. 

The  Equitable  Gas  Company,  upon  the  merger  referred 
to,  issued  to  Philadelphia  Company  23,000  shares,  par  value 
$100  per  share,  of  common  stock  of  Equitable  Gas  Company, 
to  Philadelphia  Company  in  exchange  for  its  holdings. 

At  the  time  of  the  merger  all  of  the  stock  of  Mononga¬ 
hela  Natural  Gas  Company,  which  consisted  of  10,000  shares 
having  a  par  value  of  $100  per  share,  was  owned  by  the 
Pittsburgh  &  West  Virginia  Gas  Company.  This  stock, 
incidentally,  was  acquired  from  the  Oliver  Iron  &  Steel 
Company,  which  was  in  no  way  affiliated  with  any  of  the 
companies  in  the  Philadelphia  [2568]  Company  group. 

It  was  acquired  in  exchange  for  a  million  and  a  half 
dollars  face  amount  of  collateral  trust  6  per  cent  bonds 
and  $50,000  cash  and  was  carried  at  a  book  value  of 
$1,550,000. 
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This  stock  held  by  Pittsburgh  &  West  Virginia  Gas 
Company  was  exchanged  on  the  merger  for  10,000  shares 
of  common  stock  of  Equitable  Gas  Company,  having  a  par 
value  of  $100  a  share. 

The  stock  was  recorded  on  the  hooks  of  Pittsburgh  & 
West  Virginia  Gas  Company  at  a  value  of  $1,550,000, 
which  was  equivalent  to  the  consideration  paid  by  Pitts¬ 
burgh  &  West  Virginia  Gas  Company  for  the  original  stock 
of  Monongahela  Gas  Company  which  it  acquired  from  the 
public. 

At  page  484  of  the  transcript,  Mr.  Guttmann  asked  that 
we  furnish  him  with  the  total  estimated  gas  reserves  as  of 
December  31, 1946,  of  the  gas  companies  in  the  Philadelphia 
Company  group. 

As  of  that  date  the  total  estimated  remaining  reserves 
of  the  Equitable  Gas  Company  amounted  to  37,412,809,000 
cubic  feet. 

As  of  the  same  date  the  total  estimated  remaining  gas 
reserves  of  the  Pittsburgh  &  West  Virginia  Gas  Company 
amounted  to  148,047,112,000  cubic  feet. 

As  to  the  Kentucky  West  Virginia  Gas  Company  the 
report  of  the  group  in  that  company,  which  is  prepared  each 
year  with  [2569]  respect  to  the  estimating  reserves,  is  not 
completed  for  the  year  1946. 

However,  the  total  estimated  remaining  gas  reserves  of 
that  company  at  December  31,  1945,  amounted  to  814,597,- 
200,000  cubic  feet. 

An  approximation — although  it  would  not  be  strictly 
accurate, — can  be  made,  therefore,  of  the  estimated  remain¬ 
ing  gas  reserves  at  December  31, 1946  for  that  company  by 
deducting  from  the  reserve  figure  at  December  31, 1945  the 
1946  production,  actual,  of  27,133,055,000  cubic  feet,  which 
leaves  remaining  estimated  reserves  at  December  31,  1946 
for  that  company  of  787,464,145,000  cubic  feet. 
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The  Examiner:  Those  were  company  estimates,  were 
they? 

The  Witness:  They  are. 

At  page  4S7  of  the  transcript  Mr.  Guttmann  referred  to 
the  lease  of  July  31,  1914  between  Pittsburgh  and  West 
Virginia  Gas  Company  and  the  Philadelphia  Company  of 
West  Virginia,  pursuant  to  the  terms  of  which  a  rent  of 
$100,000  per  year  was  to  be  paid,  and  Mr.  Guttmann  asked 
that  we  verify  whether  the  amount  of  the  rental  prescribed 
in  the  agreement  of  lease  was  paid. 

The  rental  payment  of  $100,000  which  was  payable  in 
two  installments  each  year,  was  actually  paid  in  each  year 
that  the  rent  was  due. 

Mr.  Guttmann:  That  would  be  from  1914  through  1928? 

[2570]  The  Witness:  That  is  correct. 

At  page  487  and  page  488  of  the  transcript,  Mr. 
Guttmann  referred  to  the  purchase  on  November  27  and 
November  2S  of  1928  of  20,000  shares  of  the  stock  of  Phila¬ 
delphia  Company  of  West  Virginia  which  was  owned  by 
Philadelphia  Company,  by  Pittsburgh  &  West  Virginia  Gas 
Company  and  whether  the  consideration  for  the  purchase 
was  capital  stock  of  Pittsburgh  and  West  Virginia  Gas 
Company.  In  this  connection  Mr.  Guttmann  inquired  what 
the  stated  value  was  of  the  capital  stock  of  Pittsburgh  & 
West  Virginia  Gas  Company. 

It  is  true  that  the  Philadelphia  Company  sold  capital 
stock  of  Philadelphia  Company  of  West  Virginia  in  the 
year  1928  to  the  Pittsburgh  and  West  Virginia  Gas  Com¬ 
pany  and  the  consideration  for  that  purchase  was  stock  of 
the  latter  company,  which  was  no-par  stock,  and  had  a 
stated  value  of  $2,600,000. 

In  1913,  Philadelphia  Company  carried  the  stock  of 
Philadelphia  Company  of  West  Virginia  on  its  books  at  a 
value  of  $1,000,000.  In  that  year  the  Company  recorded 
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on  its  books  an  increase  in  the  value  of  its  investment  in 
that  stock  of  $1,600,000,  which  was  credited  to  profit  and 
loss. 

The  Examiner:  How  could  you  do  that!  It  wasn’t 
realized,  was  it! 

The  Witness:  I  propose  to  explain  that. 

The  Examiner :  All  right. 

The  Witness:  Thus  bringing  the  stated  value  or  the  in- 
[2571] vestment  value  on  Philadelphia  Company’s  books 
up  to  $2,600,000. 

In  this  connection  I  would  like  to  point  out  that  in  1910 
the  Philadelphia  Company  of  West  Virginia  recorded  in 
its  plant  account  the  sum  of  $4,383,S23.90  resulting  from  an 
inventory  and  appraisal  of  its  property  in  1909. 

In  this  amount  there  was  included  property  acquired 
from  the  Philadelphia  Company  in  exchange  for  capital 
stock  in  the  amount  of  $446,194.74. 

The  excess  in  the  amount  of  $3,937,629.16  was  credited 
to  capital  surplus  on  the  books  of  Philadelphia  Company  of 
West  Virginia. 

This  latter  amount  represented  the  appraisal  value  of 
property  constructed  prior  to  December  31,  1909,  when  the 
appraisal  was  made,  which  was  charged  annually  to  profit 
and  loss  account  as  an  income  deduction  by  Philadelphia 
Company. 

Now,  the  point  I  want  to  make  is  that  that  appraisal  is 
supported  by  the  fact  that  in  the  pending  rate  proceedings 
before  the  Federal  Power  Commission,  incident  to  which 
consideration  was  given  to  the  original  cost  of  the  property 
of  Pittsburgh  &  West  Virginia  Gas  Company,  the  Commis¬ 
sion  staff,  as  has  been  stated  in  the  answer  of  Philadelphia 
Company  in  this  proceeding,  has  recognized  that  the  prop¬ 
erty  to  which  I  refer,  in  addition  to  other  property  of  the 
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Pittsburgh  &  West  Virginia  Gas  Company  which  had  been 
charged  to  income  instead  of  being  capitalized,  as  it  would 
have  been  under  [2572]  present  accounting  practices, 
should  be  restored  to  the  plant  account. 

The  effect  of  the  restoration  recognized  by  the  Federal 
Power  Commission  is  to  reflect  the  figure  to  which  I  re¬ 
ferred  in  addition  to  the  other  property  mentioned,  or  the 
value  thereof,  in  the  earned  surplus  account  of  Pittsburgh 
&  West  Virginia  Gas  Company.  Therefore,  the  stated 
value  of  the  stock  of  Pittsburgh  &  West  Virginia  Gas  Com¬ 
pany  of  $2,600,000,  which  was  the  consideration  for  the 
purchase  to  which  I  have  referred,  is  fully  supported  by 
property  of  the  Pittsburgh  &  West  Virginia  Gas  Company. 

Mr.  Guttmann:  Mr.  Fleger,  you  stated  the  restoration — 
I  believe  your  language  in  that  connection  indicated  the 
restoration  which  had  been  approved  by  the  Federal  Power 
Commission.  Do  you  mean  the  staff  of  the  Commission? 

The  Witness:  I  referred  and  intended  to  refer  to  the 
staff  of  the  Commission.  The  Commission  has  not  had  oc¬ 
casion  to  act  upon  the  recommendation  of  the  staff  up  to 
the  present  time. 

[Overnight  adjournment.] 

[2576]  The  Examiner:  Let  the  hearing  come  to  order. 

Mr.  Hackney:  Mr.  Examiner,  at  the  conclusion  of  yes¬ 
terday’s  hearing  Mr.  Fleger  and  I  were  requested  to  meet 
Commissioner  Hanrahan.  Mr.  Guttmann  and  Mr.  Gryce 
were  also  present  when  we  met  with  Commissioner 
Hanrahan.  He  advised  us  that  he  had  been  delegated  or 
appointed  by  the  Commission  to  hear  us  on  the  matter  of 
our  motion  for  a  two-week  adjournment.  After  consider¬ 
able  argument  and  discussion  by  all  the  parties,  Commis¬ 
sioner  Hanrahan  advised  us  that  he  would  grant  the  two 
weeks’  postponement,  that  we  would  reconvene  on  June 
30.  We  agreed  and  we  told  the  Commission  that  we  would 
state  upon  the  record  that  these  respondents  whom  we 
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represent  would  not  request  any  further  Mondays  off  but 
would  sit  on  Mondays  and  that  we  would  make  no  further 
applications  for  adjournment  of  the  hearings  once  we  re¬ 
convened  on  June  30. 

The.  Examiner:  In  other  words,  when  we  go  forward  on 
June  30,  we  will  go  to  the  conclusion? 

Mr.  Hackney:  So  far  as  these  respondents  whom  we 
represent  are  concerned.  We  can  only  speak  for  them. 
And  we  will  make  no  applications  for  any  further  adjourn¬ 
ment. 

Mr.  Guttmann:  That  is  quite  satisfactory. 

Mr.  Hackney:  The  stipulation  is  satisfactory? 

Mr.  Guttman:  Yes,  it  is. 


[2577]  Whereupon, 

Philip  A.  Fleger,  previously  sworn,  resumed  the  stand 
and  was  examined  and  testified  further,  as  follows : 

Direct  examination  (resumed) : 

By  Mr.  Hackney: 

Q.  Mr.  Fleger,  do  you  have  a  statement  to  make  with 
reference  to  the  Big  Inch  situation?  A.  Yes,  sir.  At 
yesterday’s  hearing  I  discussed  certain  aspects  of  the  Big 
Inch  line  situation  and  the  contracts  which  had  been  recently 
negotiated  between  Equitable  Gas  Company  and  Texas 
Eastern  Corporation.  Subsequent  to  the  filing  of  those 
contracts  as  well  as  the  other  contracts  which  Texas 
Eastern  Corporation  had  negotiated  with  other  purchasers 
of  its  supply  with  the  Federal  Power  Commission,  the  Com¬ 
mission  issued  an  order  stating  in  effect  that  the  allocations 
between  the  purchases  contemplated  by  the  contracts  would 
be  set  aside  pending  an  inquiry  into  the  same  by  the  Com- 
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mission  and  during  that  temporary  period  the  Commission’s 
order  restored  the  temporary  allocations  which  it  had 
made  in  connection  with  the  operation  of  the  line  when  it 
was  being  operated  temporarily  by  the  Tennessee  Gas  & 
Transmission  Company  and  during  the  early  days  of  the 
operation  of  the  line  by  Texas  Eastern  Corporation  on  a 
temporary  basis. 

I  mention  this  matter  because  the  Examiner  this  morn¬ 
ing  [2578]  has  directed  my  attention  to  an  article  appear¬ 
ing  in  the  Wall  Street  Journal  under  a  Washington,  D.  C. 
date  line  of  June  13  to  the  effect  that 

“A  new  allocation  of  the  natural  gas  supply 
brought  by  Texas  Eastern  Transmission  Company 
through  the  Big  and  Little  Big  Inch  pipe  lines  to  the 
Appalachian  area  was  announced  by  the  Federal 
Power  Commission. 

“The  areas  to  benefit  most  from  this  redistribu¬ 
tion  will  be  the  mid-west  and  Pennsylvania,  mainly 
those  areas  served  by  Panhandle  Eastern  Pipe  Line 
Company  and  United  Natural  Gas  Company. 

“Under  the  new  allocation  Panhandle  Eastern 
will  receive  20,000,000  cubic  feet  of  gas  per  day  and 
United  Natural  Gas  10,000  million  cubic  feet  per 
day.  The  other  110  million  cubic  feet  of  natural  gas 
out  of  the  total  of  140  million  cubic  feet  supplied 
by  the  Inch  lines  will  be  apportioned  as  follows: 
Columbia  Gas  system,  48  per  cent;  Consolidated 
Natural  Gas  system,  40  per  cent ;  Equitable  Gas  Com¬ 
pany,  10  per  cent ;  Carnegie  Natural  Gas  Company, 
2  per  cent.  The  new  allocations  are  effective  from 
June  17  to  November  1, 1947,  the  F.  P.  C.  said. 

“On  the  basis  of  140  million  cubic  feet  of  gas  a 
day  moving  through  the  Inch  lines,  comparison  of 
the  [2579]  previous  allocation  and  the  new  alloca¬ 
tion  were  given  by  the  Commission  as: 
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“Previous,  Panhandle,  20  million  cubic  feet  per 
day;  new,  Panhandle,  20  million  cubic  feet  per  day; 

“Columbia,  previous,  51,700,000;  new,  52,800,000; 

“Consolidated,  previous,  36,300,000;  new,  44 
millions. 

“United  Natural,  previous,  14,500,000;  new, 
United  Natural,  10  millions; 

“Equitable,  previous,  16  million;  new,  Equitable, 
11  million; 

“Carnegie,  1,500,000  previous;  new,  2,200,000.” 

As  the  article  indicates,  although  I  have  not  had  an 
opportunity  to  verify  the  statements  made  in  it,  apparently 
during  the  temporary  period  up  to  November  1,  which  is 
the  date  generally  that  parties  have  anticipated  that  there 
would  be  a  final  determination  by  the  Federal  Power  Com¬ 
mission  and  a  conveyance  to  the  Texas  Eastern  Corpora¬ 
tion,  and  during  which  period  the  maximum  total  supply 
of  Texas  Eastern  would  be  140  million  cubic  feet,  the  allo¬ 
cation  to  Equitable  Gas  Company  is  11,000,000  cubic  feet 
per  day.  It  is  my  recollection  that  that  was  the  initial 
allocation  made  by  the  Federal  Power  Commission  in  the 
early  days  of  the  operation  of  the  Big  Inch  line  for  gas 
transmission  purposes,  which  allocation  was  increased  to, 
I  thought,  15,000,000  cubic  feet  [2580]  per  day  but  which 
this  article  indicates  was  16,000,000  cubic  feet  per  day, 
several  months  ago. 

The  Examiner:  You  will  supply  us  with  a  copy  of  the 
latest  order  of  the  Federal  Power? 

The  Witness:  Yes,  sir. 

At  the  conclusion  of  yesterday’s  hearing  I  was  dis¬ 
cussing  the  subject  of  the  purchase  by  Pittsburgh  &  West 
Virginia  Gas  Company  of  all  of  the  stock  of  Philadelphia 
Company  of  West  Virginia  from  the  Philadelphia  Com- 
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pahv,  that  purchase  having  taken  place  in  1928.  In  addition 
to  the  remarks  that  I  made  in  connection  with  that  purchase 
yesterday  I  would  like  to  add  the  following : 

First,  I  would  like  to  make  clear  that  the  $3,937,629.16 
of  credit  to  capital  surplus  of  the  Philadelphia  Company 
of  West  Virginia  in  1910,  which  reflected  the  results  of  an 
inventory  and  appraisal  of  that  company’s  property  as  of 
December  31,  1909,  and  which  I  stated  yesterday  the  staff 
of  the  Federal  Power  Commission  had  agreed,  in  connec¬ 
tion  with  the  pending  rate  proceeding  of  Pittsburgh  &  West 
Virginia  Gas  Company,  should  properly  remain  in  the 
plant  account  of  the  company  restated  at  original  cost,  as 
well  as  the  $6,999,219  of  property  of  Pittsburgh  &  West 
Virginia  Gas  Company,  which  I  referred  to  generally  yes¬ 
terday  as  other  property  which  the  Federal  Power  Com¬ 
mission  staff  in  connection  with  the  rate  proceeding  re¬ 
ferred  to  has  agreed  shall  properly  [2581]  be  credited  to 
Account  100.1  stated  at  original  cost,  with  the  exception 
that  $1,S10,3S2  of  that  amount  shall  be  added  to  the  depre¬ 
ciation  and  depletion  reserves,  having  the  effect  of  increas¬ 
ing  earned  surplus  of  Pittsburgh  &  West  Virginia  Gas 
Company  by  $5,1SS,S37,  was  property  in  each  instance 
which  had  been  charged  to  income,  or  below  the  line,  as 
distinguished  from  operating  expense,  or,  stated  in  another 
way,  was  property  in  both  instances  which  had  in  effect 
been  charged  against  earned  surplus. 

In  the  second  place,  I  wish  to  point  out  that  while  the 
Federal  Power  Commission  has  not  yet  passed  upon  the 
determination  of  its  staff  in  this  respect,  that  that  deter¬ 
mination  reflected  the  views  of  Mr.  Charles  Smith,  chief 
accounting  officer  of  the  Federal  Power  Commission,  who 
reviewed  the  entire  matter  with  his  staff. 

Thirdly  I  would  like  to  point  out  that  there  is  a  prece¬ 
dent  for  this  determination  by  the  Federal  Power  Com¬ 
mission  staff,  because,  while  it  is  well  known  that  the 
Federal  Power  Commission  will  not  permit  the  restoration 
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to  the  plant  account  of  property  charged  to  operating  ex¬ 
pense,  in  the  Hope  Natural  Gas  Company  case  the  Commis¬ 
sion  accrued  the  restoration  to  Account  100.1  of  the  Hope 
Natural  Gas  Company  of  property  which  had  been  charged 
to  income  as  distinguished  from  operating  expenses,  or 
above  the  line,  and  while  the  amount  of  property  involved 
in  Hope  Natural  Gas  case  was  somewhat  less,  [2582]  the 
principle  involved  was  identical;  and,  finally,  I  would  like 
to  point  out  that  a  refusal  of  the  Federal  Power  Commis¬ 
sion  to  permit  the  restoration  of  items  of  that  character 
that  I  have  referred  to  here  would  be  in  complete  conflict 
with  the  Federal  Power  Commission’s  basic  policy  with 
respect  to  the  determination  of  original  cost  and  its  position 
with  respect  to  the  refusal  to  permit  the  restoration  to  the 
plant  account  of  items  which  have  been  charged  to  operat¬ 
ing  expense,  or  above  the  line,  as  distinguished  from 
income. 

At  page  493  of  the  transcript  Mr.  Guttmann  asked  that 
we  advise  him  whether  any  expense  was  incurred  by  the 
Pittsburgh  &  West  Virginia  Pipe  Line  Company,  now  the 
Kentucky-West  Virginia  Gas  Company,  in  connection  with 
the  pipe  line  which  it  had  proposed  to  construct  in  or  about 
1926  between  eastern  Kentucky  and  the  lines  of  the  Pitts¬ 
burgh  &  West  Virginia  Gas  Company  in  West  Virginia. 
Expense  was  incurred  by  the  Pittsburgh  &  West  Virginia 
Pipe  Line  Company  in  connection  with  the  proposed  con¬ 
struction  line,  which,  as  I  have  previously  stated,  had  not 
been  built,  and  for  the  reasons  which  I  have  already  testi¬ 
fied  to. 

Although  Mr.  Guttmann  did  not  ask  what  the  amount  of 
the  expense  that  was  incurred  was  I  have  the  figures  and 
they  amount  to  $119,348.89,  and  the  principal  amounts  in 
that  sum  consist  of  interest  during  construction  in  the 
amount  of  $19,745.59,  real  estate  in  the  amount  of  $5,112.01, 
preliminary  [25S3]  survey  and  investigation  charges, 
$7,835.67;  construction  work  in  progress,  $85,270.81;  and 
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likewise,  although  it  was  not  requested,  in  the  $85,270.81 
construction  work  in  progress  there  is  included  $8,081.10 
paid  to  the  Bvllesby  Engineering  &  Management  Corpora¬ 
tion  for  fees  and  expenses,  the  Bvllesby  Engineering  & 
Management  Corporation  having  contracted  with  the 
Pittsburgh  &  West  Virginia  Pipe  Line  Company  to  con¬ 
struct  the  proposed  line. 

Off  the  record. 

(Discussion  off  the  record.) 

The  Witness:  At  pages  502,  503  and  504  Mr.  Guttmann 
inquired  about  certain  bank  loans  made  in  recent  years  by 
the  Pittsburgh  &  West  Virginia  Gas  Company  and  he  re¬ 
quested  that  we  furnish  him  with  the  amount,  the  duration, 
and  interest  rates  of  those  loans.  On  July  23,  1941  Pitts¬ 
burgh  &  West  Virginia  Gas  Company  borrowed  from  the 
Farmers  Deposit  National  Bank  of  Pittsburgh  the  sum  of 
$650,000.  This  loan  was  evidenced  by  two  notes  dated 
July  23,  1941  and  those  notes  were  for  a  period  of  nine 
months,  maturing,  therefore,  on  April  23,  1942.  Each  of 
the  notes  was  discounted  at  the  rate  of  IV2  per  cent  per 
annum.  One  of  the  notes  in  the  amount  of  $500,000  was 
paid  off  at  maturity.  The  other,  in  the  amount  of  $150,000 
was  paid  off  on  January  30,  1942,  and  the  unearned  dis¬ 
count  on  that  note  was  returned  by  the  bank  to  the  com¬ 
pany.  On  August  31,  1942  Pittsburgh  &  West  [2584] 
Virginia  Gas  Company  made  another  loan  from  the 
Fanners  Deposit  National  Bank  of  Pittsburgh  in  the 
amount  of  $500,000.  This  loan  was  likewise  evidenced  by 
a  note  for  a  period  of  nine  months,  maturing  May  31, 1943, 
and  was  also  discounted  at  the  rate  of  1%  per  cent  per 
annum.  The  loan  was  paid  off  on  March  19,  1943  and  the 
unearned  discount  in  connection  therewith  was  likewise 
returned  by  the  bank.  No  other  bank  loans  have  been  made 
by  Pittsburgh  &  West  Virginia  Gas  Company  since  that 
time. 


Testimony — Philip  A.  Fleger — Cross.  1667a 

Furthermore,  no  bank  loans  had  been  made  by  that 
company  for  many  years,  at  least,  prior  to  the  date  of  the 
loans  which  I  have  mentioned. 

[2585]  By  Mr.  Guttmann: 

Q.  "While  you  are  on  the  subject,  Mr.  Fleger,  can  you 
tell  us  anything  about  the  purpose  for  which  those  loans 
were  made  ?  A.  To  the  best  of  my  recollection  the  loans 
were  made  for  general  corporate  purposes.  I  do  not  know 
of  any  specific  purpose  for  which  the  loans  were  made  or 
earmarked. 

Q.  Did  Pittsburgh  and  "West  Virginia  pay  dividends 
during  that  same  period,  to  Philadelphia  Company?  A. 
It  is  my  recollection  that  between  1930  and  the  present  time 
the  only  dividends  that  have  been  paid  by  Pittsburgh  and 
West  Virginia  Gas  Company  were  paid  in  the  years  1935 
and  1936  and  the  years  1945  and  1946.  I  am  quite  sure, 
therefore,  that  no  dividends  were  paid  at  any  time  during 
the  term  of  the  loans  that  I  have  mentioned. 

At  pages  506  and  507  of  the  transcript,  Mr.  Guttmann 
referred  to  the  ownership  by  Equitable  Real  Estate  Com¬ 
pany,  of  securities  of  West  End  Traction  Company  and 
Pittsburgh  Railways  Company,  and  he  asked  that  we  fur¬ 
nish  the  facts  with  regard  to  the  circumstances  under  which 
those  securities  were  acquired  by  the  Real  Estate  Company. 
Between  1922  and  1923  Equitable  Real  Estate  Company 
acquired  $1,395,000  principal  amount  of  Pittsburgh  Rail¬ 
ways  Company  General  Mortgage  5  per  cent  bonds,  which 
are  due  April  1,  1953,  in  exchange  for  Equitable  Real 
Estate  Company,  6  per  cent  [2586]  Gold  Notes,  dated 
April  1,  1922,  maturing  serially  over  a  period  of  ten  years 
in  the  amount  of  $1,116,000  and  cash  in  the  amount  of 
$41,200. 

The  basis  of  the  exchange  was  $800  of  notes  for  each 
$1,000  face  amount  of  General  Mortgage  Bonds;  and  such 
additional  cash  payment  as  might  be  necessary  not  to 
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exceed  20  per  cent  of  the  face  amount  of  the  bonds  ex¬ 
changed.  $824,000  face  amount  of  those  bonds  were 
acquired  from  the  public  or  from  interests  or  persons  not 
affiliated  with  companies  in  the  Philadelphia  Company 
group. 

$571,000  was  obtained  from  the  Philadelphia  Company. 
In  connection  with  the  acquisition  of  the  $824,000  of  bonds 
from  the  public,  the  exchange  was  made  on  the  basis  of 
$S00  of  notes  and  $50  cash  for  each  $1,000  of  General 
Mortgage  Bonds.  In  addition,  the  notes  were  as  to  those 
acquisitions  guaranteed  by  the  Philadelphia  Company. 
With  respect  to  the  General  Mortgage  Bonds,  in  the  amount 
of  $571,000  that  were  obtained  from  Philadelphia  Company, 
the  exchange  was  actually  made  on  the  basis  of  $800  of 
notes  for  each  $1,000  face  amount  of  bonds,  with  no  addi¬ 
tional  cash,  and  of  course,  the  notes  exchanged  for  the  bonds 
were  not  guaranteed,  since  the  acquisition  was  from  Phila¬ 
delphia  Company. 

With  respect  to  the  West  End  Traction  Company 
securities  owned  by  the  Real  Estate  Company,  the  facts  are 
that  on  May  5,  1927,  Equitable  Real  Estate  Company  pur¬ 
chased  $25,000  [25S7]  principal  amount  of  West  End 
Traction  Company  General  Mortgage  5  per  cent  bonds, 
maturing  January  1,  1938,  for  a  cash  payment  of  $20,000. 

These  bonds  were  acquired  from  the  Maryland  Trust 
Company,  Trustee,  under  the  mortgage  of  the  Consolidated 
Gas  Company  of  the  City  of  Pittsburgh.  The  bonds  are 
carried  on  the  books  of  the  Real  Estate  Company  at  cost, 
or  $20,000.  Interest  was  paid  on  the  bonds  to  January  1, 
1938.  No  interest  has  been  paid  since  that  time,  by  reason 
of  the  bankruptcy  proceedings  of  Pittsburgh  Railways 
Company  which  was  operating  the  properties  of  West  End 
Traction  Company  on  May  10,  1938,  which  is  still  pending. 

At  pages  507  and  508  of  the  transcript,  I  stated  that 
certain  notes  of  the  Equitable  Real  Estate  Company  which 
had  been  issued  to  the  Philadelphia  Company  referred  to 
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by  Mr.  Guttman  were  notes  issued  in  payment  of  dividends 
declared  by  Equitable  Real  Estate  Company.  Mr.  Guttmann 
asked  that  we  furnish  him  with  a  schedule  showing  the 
dates  of  issuance  of  each  of  these  notes.  The  notes  re¬ 
ferred  to  I  did  verify  were  in  each  instance  issued  in 
payment  of  dividends  declared  by  the  Real  Estate  Com¬ 
pany,  and  the  first  note  was  dated  December  28,  1936  and 
was  in  the  amount  of  $150,000,  and  $50,000  was  paid  on  that 
note  on  December  1,  1937.  The  other  notes,  on  which  no 
payments  of  principal  have  been  made  were  dated  Decem¬ 
ber  28,  1937,  in  the  amount  of  $175,000;  [2588]  December 
28,  1938,  in  the  amount  of  $120,000;  December  27,  1939  in 
the  amount  of  $120,000;  September  23,  1940,  in  the  amount 
of  $90,000;  December  24,  1940,  in  the  amount  of  $30,000. 
In  each  instance  the  notes  were  for  terms  of  less  than  one 
year.  In  addition,  I  should  like  to  point  out  that  as  a 
result  of  the  declaration  of  these  dividends,  the  Equitable 
Real  Estate  Company  realized  a  tax  saving  due  to  the 
surtax  on  undistributed  profits,  and  the  dividend  paid 
credit  in  the  amount  of  $71,653.30  as  to  the  notes  issued  in 
1936,  1937,  1938,  and  1939. 

At  page  509  of  the  transcript  Mr.  Guttmann  called  at¬ 
tention  to  the  fact  that  in  the  hearings  in  the  Standard 
Gas  &  Electric  Company,  at  Docket  54-72,  at  page  3199,  I 
had  testified  that  Equitable  Real  Estate  Company  had  sold 
certain  equipment  and  buildings  to  Duquesne  Light  Com¬ 
pany. 

He  requested,  without  going  into  details  and  just  taking 
major  items,  that  we  advise  him  as  to  just  what  the  prop¬ 
erty  was  that  was  sold. 

I  stated  at  page  509  of  the  transcript  that  I  believed 
that  one  of  the  properties  involved  was  the  so-called  Man¬ 
chester  property. 

On  checking,  I  find  that  is  the  case.  The  property 
consisting  of  the  land  and  buildings,  which  have  been 
characterized  as  the  Manchester  property,  and  certain 
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miscellaneous  equipment  which  was  in  the  buildings  at  that 
time,  [25S9]  — the  property  had  been  acquired  by  the 
Equitable  Real  Estate  Company  some  years  prior  to  that 
from  the  American  Locomotive  Company,  and  it  was  used 
to  house  certain  of  the  operations  of  Pittsburgh  Railways 
Company,  Equitable  Gas  Company,  and  Duquesne  Light 
Company.  Over  a  period  of  years,  the  Duquesne  Light 
Company  gradually  made  a  greater  use  of  the  property 
and  the  other  two  decreased  their  use  of  it  until,  in  1926, 
an  examination  disclosed  that  Duquesne  Light  Company 
was  virtually  occupying  the  entire  premises,  and  it  was 
considered  desirable,  therefore,  that  it  become  the  owner, 
and  the  property,  as  well  as  certain  of  the  equipment  in  the 
buildings,  was  therefore  sold  to  the  Duquesne  Light  Com¬ 
pany  in  the  years  1926  and  1927.  There  were  a  number  of 
different  parcels  of  property  involved,  and  the  details  with 
respect  to  the  transaction  are  quite  considerable,  but  if  it 
is  desired,  I  can  obtain  the  figures,  as  to  the  price  paid  for 
each  tract  and  the  square  footage  rate  applicable  to  each 
tract,  and  also,  if  necessary,  the  square  foot  rates  at  which 
property  in  that  vicinity  was  being  sold  at  the  time  of  the 
sale  to  Duquesne  Light  Company. 

Q.  Can  you  tell  us  the  acquisition  price  paid  by  Equi¬ 
table  Real  Estate  to  American  Locomotive  and  also  the 
price  at  which  the  property  was,  in  turn,  sold  by  Equitable 
Real  Estate  to  Duquesne?  A.  All  of  the  property  ac¬ 
quired  from  the  American  [2590]  Locomotive  was  not  sold 
to  Duquesne  Light  Company.  There  were  at  least  three 
major  parcels  involved,  or  groups  of  parcels,  two  of  which 
were  sold  to  others  than  Duquesne  Light  Company.  There¬ 
fore,  to  make  a  comparison  of  the  cost  to  Real  Estate  and 
cost  to  Duquesne  Light  Company,  it  would  be  necessary  to 
make  a  breakdown  between  the  parcels,  and  it  would  also 
be  necessary  to  allocate  the  difference  between  the  purchase 
price  to  Equitable  Real  Estate  and  the  sale  price  to  the 
other  three,  between  the  three  parcels  or  groups  of  parcels, 
but  that  can  be  done  if  you  wish  me  to  do  it. 
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Q.  Were  these  other  sales  of  parcels  other  than  that 
sold  to  Duquesne  sold  to  other  subsidiaries  of  Philadelphia 
Company?  A.  I  am  sure  that  at  least  one  of  them  was 
made  to  a  non-affiliated  interest.  I  think  that  the  other 
may  have  been  made  to  an  affiliate  of  Equitable  Real  Estate 
Company. 

Q.  Was  the  sale  that  was  made  to  the  non-affiliated 
interest  a  sale  of  a  major  parcel?  A.  Yes.  They  were 
all  substantial,  as  I  recall  it. 

Q.  Do  you  have  at  the  moment  the  aggregate  figure 
representing  acquisition  price  and  also  the  aggregate  figure 
representing  the  price  at  which  the  parcels  were  sold  in 
their  entirety?  [2591]  A.  No,  but  I  can  get  that  if  you 
wish  it. 

Q.  Would  that  be  very  difficult  to  obtain?  A.  No. 

Q.  If  you  would  obtain  it  I  would  appreciate  it,  Mr. 
Fleger.  A.  I  will  be  glad  to  get  it. 

At  pages  509,  510  of  the  transcript,  Mr.  Guttmann 
directed  attention  to  the  fact  that  Equitable  Real  Estate 
Company  owned  in  1924  500  shares  of  the  capital  stock 
of  Cheswick  &  Harmar  Railroad  Company,  which  the  Real 
Estate  Company  carried  in  its  accounts  at  $50,000,  which, 
in  that  year,  the  Real  Estate  Company  sold  to  the  Phila¬ 
delphia  Company  for  the  sum  of  $300,000. 

He  requested  that  we  furnish  him  with  the  basis  for 
the  $300,000  price  paid  by  Philadelphia  Company. 

It  is  my  recollection  that  the  Cheswick  &  Harmar  Rail¬ 
road  Company,  as  well  as  the  Harwich  Coal  &  Coke  Com¬ 
pany  properties  were  first  acquired  by  companies  in  the 
Philadelphia  Company  group  around  1915  or  1916  and  the 
Railroad  was  utilized  after  that  almost  entirely  for  the  pur¬ 
pose  of  transporting  coal  from  the  Harwich  mine  to  the 
Colfax  Power  Plant  of  the  Duquesne  Light  Company, 
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although,  as  I  have  previously  indicated,  the  Railroad  Com¬ 
pany  does  have  a  few  other  customers. 

Between  that  time  and  the  year  1924  the  operations 
[2592]  of  the  Railroad  Company  increased  materially,  with 
the  increase  in  generating  capacity  at  the  Colfax  Power 
Plant  and  greater  need  for  coal,  and  at  the  time  that  Phila¬ 
delphia  Company  acquired,  or  was  considering  the  acquisi¬ 
tion  of,  the  stock  of  Cheswick  and  Harmar  Railroad  Com¬ 
pany  from  the  Equitable  Real  Estate  Company,  the  Cheswick 
&  Harmar  Railroad  Company  had  a  fixed  capital  account  of 
over  $350,000,  and  against  which  there  had  been  accrued 
depreciation  in  the  amount  of  approximately  $40,000,  or 
it  had  a  net  property  account  of  approximately  $300,000. 
In  addition  to  that,  the  current  position  of  the  Railroad 
Company  was  very  strong.  It  had  cash  at  that  time  in 
excess  of  $200,000,  its  current  liabilities  were  less  than 
$5,000  and  accrued  taxes  at  that  time  amounted  to  less  than 
$20,000. 

In  addition,  the  records  indicate  that  a  review  of  the 
earnings  of  the  Railroad  Company,  both  past  and  prospec¬ 
tive,  indicated  that  the  Railroad  Company  could  probably 
pay  in  the  future  a  dividend  of  about  $18,000  a  year,  which 
would  amount  to  a  6  per  cent  return  on  an  investment  of 
$300,000.  It  is  my  opinion  that  those  were  the  most  impor¬ 
tant  considerations  on  which  the  $300,000  price  was  fixed. 

I  made  a  further  examination  to  determine  what  the 
actual  experience  was  with  respect  to  the  dividend  pros¬ 
pects,  and  I  find  that,  tabulating  the  dividends  paid  through¬ 
out  the  entire  period  and  averaging  them  out,  the  return 
actually  [2593]  received  on  the  investment  of  $300,000 
amounted  to  about  $12,250  per  year,  in  round  figures,  mak¬ 
ing  a  return  slightly  in  excess  on  the  investment,  to 
Philadelphia  Company,  of  a  little  over  4  per  cent. 

Q.  Had  Cheswick  &  Harmar  Railroad  paid  dividends 
prior  to  the  acquisition  of  that  stock  by  Philadelphia  Com¬ 
pany,  Mr.  Fleger?  A.  I  don’t  know. 
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Q.  Would  it  be  very  much  trouble  to  ascertain  that 
from  the  records!  A.  No,  sir. 

Q.  Would  you  do  so,  please!  A.  Yes,  sir. 

At  pages  516  and  517  of  the  transcript  Mr.  Guttmann 
referred  to  the  construction  program  of  the  Duquesne  Light 
Company  for  the  next  five  years,  and  he  asked  that  we 
furnish  a  cash-flow  statement  of  the  Duquesne  Light  Com¬ 
pany  for  that  period. 

I  have  copies  of  a  cash-flow  statement  prepared  by  the 
Treasurer  of  that  Company  on  February  6,  1947  for  the 
period  1947  to  1951,  inclusive,  and  will  give  Mr.  Guttmann 
copies  of  that  statement. 

Also,  I  have  one  copy,  but  can  secure  others — in  fact, 
I  will  be  glad  to  give  Mr.  Guttmann  my  copy — of  a  cash¬ 
flow  statement  of  Duquesne  Light  Company,  prepared 
[2594]  by  the  Treasurer  of  the  Company  on  May  19,  1947, 
for  the  years  1947  and  1948.  The  latter  statement  was 
prepared  in  connection  with  the  contemplated  refunding 
of  the  outstanding  bonds  and  preferred  stock  of  Duquesne 
Light  Company  which  we  are  now  engaged  in  carrying  out 
and  was  for  the  purpose  of  determining  the  precise  cash 
position  of  the  Company  for  the  two  years  mentioned,  as 
a  guide  to  determining  what  amount  of  securities  should 
be  issued,  or  would  be  necessary  to  issue,  in  calling  the 
present  bonds  and  preferred  stock  of  Duquesne  Light 
Company,  so  may  the  record  show  that  the  two  statements 
are  being  furnished  to  Mr.  Guttmann. 

I  would  like  to  state  that,  in  respect  to  both  of  those 
statements,  the  provisions  therein  with  respect  to  the  cost 
to  the  Company  of  the  new  securities  to  be  issued  in  con¬ 
nection  with  the  refunding  of  the  present  bonds  and  pre¬ 
ferred  stock  of  Duquesne  Light  Company  are  necessarily 
rounded  out  figures  and  do  not  represent  the  Company’s 
view  as  to  the  cost  which  it  can  obtain  for  such  new  money 
when  the  new  securities  are  actually  issued. 
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Q.  Excuse  me,  Mr.  Fleger.  That  covers  the  portion  of 
the  request  with  regard  to  the  cash-flow  statements.  Do 
you  also  have  the  construction  budget  of  Duquesne  for  a 
five-year  period  ?  A.  There  is  no  construction  budget  as 
such  for  a  five-year  period.  There  were,  as  I  think  I  indi¬ 
cated  previously,  [2595]  possibly  some  figures  compiled  by 
the  operating  department  for  their  own  information  in 
making  their  plans,  preliminary  plans,  with  respect  to 
construction,  but  those  have  no  definite  significance,  because 
they  would  not  become  conclusive,  until  reviewed  in  the 
light  of  the  cash  position  of  the  Company.  The  only  offi¬ 
cial  construction  budget  that  is  available  is  that  for  the 
year  1947. 

Of  course,  in  connection  with  the  cash  flow  for  the  five- 
year  period  that  I  have  just  referred  to,  there  is  provision 
in  approximate  amounts  for  the  amount  of  construction 
that  is  anticipated  will  be  necessary  in  that  period,  and 
those  figures  do  represent  the  best  and  official  judgment  of 
the  company  at  this  time  as  to  what  that  construction  will 
amount  to. 

Q.  As  I  recall,  on  my  visit  to  Mr.  McCance,  he  had 
before  him  in  written  form  a  document  which  purported  to 
be  an  estimate  of  construction  budget  for  a  five-year  period, 
which  I  think  formed  the  basis,  probably,  for  the  figures 
that  are  set  forth  in  the  cash-flow  statement,  so  far  as 
construction  is  concerned.  A.  That  is  not  so,  Mr. 
Guttmann.  I  know  the  statement  you  are  referring  to, 
an;d  that  is  a  statement  which  was  prepared  by  Mr.  Stone 
without  any  discussion,  for  example,  with  the  Treasury 
Department.  In  fact,  the  figures  in  that  statement  that 
he  prepared  for  his  own  information  do  not  [2596]  even 
correctly  reflect  the  current  cash  position  of  the  Company 
at  the  time  the  figures  were  prepared,  and  that  is  due  to 
the  fact  that  he  made  no  attempt  to  work  out  a  precise 
budget  for  that  period  and  did  not  have  any  discussions 
with  either  the  Treasurer  or  the  Comptroller,  or  anyone 
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else  in  the  organization.  However,  the  figures  in  the  cash 
flow  are  not  substantially  different,  to  the  best  of  my  recol¬ 
lection,  from  the  figures  reflected  for  construction  in  the 
cash  flow  statement. 

Q.  Could  you  provide  me,  Mr.  Fleger,  with  any  break¬ 
down  showing  the  basis  upon  which  the  construction  figures 
used  in  the  cash-flow  statements  were  arrived  at?  For 
example,  the  year  1948,  $10,400,000;  1949,  $15,163,000,  and 
so  forth?  A.  I  think  that  I  could  supply  a  breakdown 
between  general  classes  of  property  in  each  year. 

Q.  That  would  show  the  major  construction  items  in 
the  program?  A.  Yes. 

Q.  If  that  isn’t  too  much  trouble  I  would  appreciate  it 
if  it  can  be  done.  A.  I  will  endeavor  to  supply  it. 

Q.  Just  for  clarification,  I  note  that  in  the  cash  flow 
statement  in  the  year  1948  provision  is  made  for  retire¬ 
ment  of  3%  per  cent  First  Mortgage  Bonds  at  $1031/4  in 
the  amount  of  $72,275,000,  and  also  in  the  same  year  retire¬ 
ment  [2597]  of  5  per  cent  first  preferred  stock  at  $110,  in 
the  amount  of  $30,250,000. 

Does  that  represent  the  present  intention  of  the  Com¬ 
pany  so  far  as  retirements  in  1948  are  concerned?  A. 
No,  and  that  is  why  I  supplied  the  more  recent  cash  flow, 
because  at  the  time  that  the  statement  that  you  are  re¬ 
ferring  to  was  prepared,  namely,  February  6,  1947,  a 
precise  schedule  for  the  refunding  of  the  bonds  and  pre¬ 
ferred  stock  of  Duquesne  Light  Company  had  not  been 
worked  out,  and  the  only  thing  that  we  had  in  mind  was 
that  it  would  occur  some  time  in  1947  and,  therefore,  in  the 
cash  flow  that  you  are  referring  to  it  was  considered  to 
be  effective  January  1,  1948. 

You  will  observe  from  the  cash  flows  for  1947  and  1948 
that  were  prepared  on  May  18,  that  that  date  has  been 
moved  up  and,  in  fact,  our  present  schedule  which  we  have 
worked  out  in  detail  on  the  refunding  of  the  Duquesne 
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Light  Company  bonds,  and  the  preferred  stock  called  tenta¬ 
tively  for  a  closing  date  of  Angnst  19,  1947. 

Q.  In  looking  at  the  cash  flow  statement,  if  yon  will 
pardon  me  just  another  moment - 

Mr.  Hackney:  Can  you  distinguish  between  them,  Mr. 
Guttmann?  Which  one  are  you  referring  to? 

Mr.  Guttmann:  The  original,  that  is,  the  one  prior  to 
May. 

[259S]  By  Mr.  Guttmann: 

Q.  We  do  not  see  any  provision  therein  for  the  refund¬ 
ing  of  Monongahela  Light  &  Power  bonds,  which  I  believe 
■will  have  to  take  place  in  1949.  Was  that  inadvertently 
omitted?  A.  No,  sir;  it  was  not  inadvertently  omitted 
because  it  has  not  been  determined  as  yet  what  the  precise 
obligation  is  with  respect  to  the  Company  in  connection 
with  the  refunding  of  those  bonds. 

That  involves  the  question  of  the  covenant  of  Duquesne 
Light  Company  in  its  lease  with  Monongahela  Light  & 
Power  Company  to  unite  with  the  Monongahela  Light  & 
Power  Company  at  the  date  of  maturity  of  the  presently 
outstanding  bonds  in  a  refunding  of  those  bonds. 

The  same  question  under  a  similar  covenant  was  the 
subject  of  litigation  in  the  Pennsylvania  courts,  between 
Pittsburgh  &  Birmingham  Traction  Company,  United 
Traction  Company  of  Pittsburgh  and  Philadelphia  Com¬ 
pany.  The  outcome  of  that  litigation,  which  has  already 
been  referred  to  in  this  testimony — and  I  believe  that 
copies  of  the  Court’s  decision  were  offered  in  evidence, 
raises  a  number  of  questions  with  respect  to  exact  extent 
of  Duquesne  Light  Company’s  obligations  with  respect  to 
these  bonds,  and,  needless  to  say,  we  do  not  wish  at  this 
time  to  commit  Duquesne  Light  Company  on  that  matter 
in  connection  with  a  statement  such  as  this. 
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[2599]  Q.  So  that  no  reserve  position  has  been  set  np 
on  the  cash  flow  statements,  with  reference  to  Mononga- 
hela’s  refunding  either,  is  that  right?  A.  No,  sir,  but 
I  would  like  to  say  on  that  score  that  we  are  positive  that, 
in  view  of  the  decision  of  the  Pennsylvania  courts  in  the 
litigation  involving  the  Birmingham  bond  under  similar 
lease  covenants,  to  which  I  referred,  that  in  no  event  could 
Duquesne  Light  Company  be  required  to  do  more  than  to 
provide  either  for  an  extension  of  the  present  bonds  at  the 
present  rate  of  interest  or  for  the  issuance  of  new  refunding 
bonds  at  the  present  rate  of  interest.  It  was  clearly  settled 
in  the  litigation  to  which  I  referred  that  Duquesne  Light 
Company  could  not  be  required  to  pay  the  principal  of  the 
bonds  at  maturity,  so  at  most,  its  obligation  only  involves 
continuance  of  the  interest  obligation  of  5  per  cent  on  the 
amount  of  bonds  now  outstanding. 

Q.  Is  it  your  theory,  then,  that  the  liability  for  payment 
of  interest  might  run  on  into  perpetuity  under  the  present 
guarantees?  A.  It  is  my  recollection  that  the  Pennsyl¬ 
vania  courts,  in  the  decision,  which  is  a  matter  of  record  in 
this  proceeding,  construed  the  lease  covenant  as  contem¬ 
plating  that  the  parties  intended  that  at  all  times  during  the 
term  of  the  lease  there  should  be  outstanding  indebtedness 
of  the  lessor  company  in  the  amount  of  the  indebtedness 
existing  at  the  [2600]  time  of  the  lease,  but  I  would  prefer 
to  have  the  decision  speak  for  itself  on  that  point. 

Page  519  of  the  transcript,  Mr.  Guttmann  inquired 
whether  the  El  Kama  manufactured  gas  plant  was  formerly 
operated  by  the  Consolidated  Gas  Company  of  the  City 
of  Pittsburgh. 

That  property  was  constructed  in  1917  and  1918  and 
was  owned  by  Philadelphia  Company. 

From  the  inception  it  was  operated  by  Equitable  Gas 
Company,  pursuant  to  the  terms  of  the  lease  agreement 
between  that  company  and  the  Philadelphia  Company. 
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The  Consolidated  Natural  Gas  Company  of  the  City  of 
Pittsburgh  was  not,  therefore,  involved  in  any  way  with 
the  ownership  or  operation  of  that  property. 

As  has  already  been  testified  before  this  Commission, 
the  El  Eama  plant  was  discontinued  as  an  operating  facility 
in  about  1927  and  1928  and  Philadelphia  Company  has  in 
the  interval  since  that  time  been  endeavoring  to  dispose 
of  the  properties  on  the  most  advantageous  terms,  and 
much  of  the  plant’s  facilities  have  been  dismantled  and 
sold. 

A  number  of  units  of  property  were  sold  during  the 
War,  when  there  was  a  considerable  shortage  of  equipment 
of  that  kind,  at  rather  advantageous  terms. 

There  is  some  equipment  remaining,  and  no  portion  of 
the  real  estate  has  been  sold,  because,  aside  from  the  fact 
that  we  have  never  been  offered  a  price  which  we  think  is 
a  fair  [2601]  price  for  it,  Philadelphia  Company  has  con¬ 
sidered  it  advisable,  in  determining  what  the  property 
should  be  sold  for,  to  bear  in  mind  that  the  El  Eama  prop¬ 
erty  is  so  situated  geographically  in  the  Pittsburgh  area 
that  it  might  conceivably  become  a  desirable  site  for  addi¬ 
tional  generating  facilities  of  the  Duquesne  Light  Com¬ 
pany.  That  has  never  crystalized  into  any  determination 
by  Duquesne  Light  Company,  but  it  is  an  important  factor 
that  has  guided  us  in  our  determination  as  to  whether  or 
not  we  should  sell  the  property  at  prices  which  have  been 
offered  from  time  to  time. 

The  Examiner:  We  will  take  a  recess  for  five  minutes 
at  this  time. 

(Whereupon,  at  this  point  a  short  recess  was 
taken,  after  which  the  hearing  was  resumed.) 

[2602]  The  Witness:  At  pages  522  and  523  of  the 
transcript  Mr.  Guttmann  inquired  as  to  the  securities  of 
other  companies  in  the  Philadelphia  Company  owned  by 
Allegheny  County  Steam  Heating  Company  and  the  cir- 
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cumstances  under  which  those  securities  were  acquired. 
The  Allegheny  County  Steam  Heating  Company,  as  I 
testified  at  page  523,  owns  stock  of  Monongahela  Street 
Railway  Company  and  Suburban  Rapid  Transit  Street 
Railway  Company.  On  checking  the  records  I  find  that 
the  steam  heating  company  owns  no  other  securities  of 
companies  in  the  Philadelphia  Company  system.  Further¬ 
more,  I  verified  the  statement  which  I  made  at  page  523 
of  the  transcript  to  the  effect  that  the  stock  of  Monongahela 
Street  Railway  Company  and  Suburban  Rapid  Transit 
Street  Railway  Company  was  acquired  under  the  same  cir¬ 
cumstances  as  the  acquisition  of  stock  of  those  companies 
by  the  Cheswick  &  Harmar  Railroad  Company  in  the  year 
1939,  which  I  have  already  testified  to. 

At  page  525  of  the  transcript  Mr.  Guttmann  requested 
that  we  furnish  him  with  the  official  citation  or  produce  a 
copy  of  the  orders  of  the  Federal  Power  Commission  with 
respect  to  the  reclassification  of  the  accounts  of  Duquesne 
Light  Company  on  original  cost  basis.  I  believe  Mr.  Gutt¬ 
mann  has  been  furnished  with  copies  of  those  orders  because 
the  orders  do  not  carry  an  additional  citation  or  case  or 
docket  number. 

Mr.  Guttmann:  For  the  record,  I  acknowledge  receipt 
of  [2603]  the  same  with  thanks,  Mr.  Fleger. 

The  Witness:  At  page  526  of  the  transcript  Mr.  Gutt¬ 
mann  asked  that  we  produce  the  consolidating  balance 
sheets,  statements  of  consolidating  income,  and  statements 
of  consolidating  surplus  and  the  statements  showing  the 
eliminations  in  the  consolidations  for  the  companies  in  the 
Philadelphia  Company  group  in  the  same  periods  as  are 
set  forth  in  Philadelphia  Company  Exhibit  6,  which  is  the 
year  1946.  Those  statements  are  all  contained  in  the  U-5-S 
report  of  Philadelphia  Company  which  has  now  been  filed 
with  the  Commission.  If  additional  copies  of  those  state¬ 
ments  are  desired,  we  can  furnish  them. 
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By  Mr.  Guttmann: 

Q.  When  was  that  filed,  Mr.  Fleger?  A.  I  was 
informed  that  it  was  to  be  filed  around  the  first  of  June. 

On  page  535  of  the  transcript  Mr.  Guttmann  referred  to 
page  3  of  Philadelphia  Company  Exhibit  6  and  specifically 
the  provision  therein  for  federal  income  taxes  of  $315,000  in 
1946  and  $33S,500  in  1945.  He  asked  that  we  verify  whether 
for  both  years  the  amounts  in  question  represented  tax 
accruals  or  taxes  reflected  in  the  tax  return.  I  have 
verified  that  and  find  that  the  figure  in  each  year  repre¬ 
sents  the  accrual  per  books  and  not  the  amount  reflected  in 
the  tax  return  of  the  company  for  the  year  1945. 

[2604]  Q.  Would  you  be  able  to  tell  us  the  amount  that 
would  reflect  the  tax  item  per  return  for  1946?  A.  I 
would  have  to  check  the  return.  I  don’t  have  that  figure 
and  of  course  wouldn’t  wish  to  rely  on  my  recollection. 

Q.  Would  you  provide  that?  A.  Yes. 

On  pages  538  and  539  Mr.  Guttmann  referred  to  the  con¬ 
solidated  tax  returns  filed  by  Standard  Gas  and  Electric 
Company  and  subsidiaries,  including  Philadelphia  Com¬ 
pany  and  subsidiaries  for  the  years  1945  and  1946.  He 
asked  that  we  produce  the  calculations  setting  forth  the 
separate  return  liability  of  the  companies  in  the  consoli¬ 
dation  and  the  calculation  of  their  proportionate  share  of 
the  consolidated  tax  in  accordance  with  Rule  TT-45  (b)(6) 
of  the  SEC.  I  believe  that  Mr.  Guttmann  has  been  fur¬ 
nished  with  copies  of  those  statements. 

Q.  I  acknowledge  receipt  of  that.  A.  Page  542  of 
the  transcript  Mr.  Guttmann  referred  to  page  5  of  Phila¬ 
delphia  Company  Exhibit  6  and  specifically  the  item  of 
capital  stock  expense,  subsidiary  company,  which  I  identi¬ 
fied  as  the  Duquesne  Light  Company,  in  the  amount  of 
$307,207.25.  He  asked  that  we  state  to  what  issues  that 
capital  stock  expense  pertains.  The  expense  referred  to 
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relates  to  the  common  stock  of  Duquesne  Light  Company 
and  the  present  outstanding  preferred  stock  of  the  company. 
Of  that  [2605]  amount  $32,239.09  is  applicable  to  the  com¬ 
mon  stock  and  $274,968.16  is  applicable  to  the  preferred 
stock. 

At  pages  542  and  543  Mr.  Guttmann  asked  that  we  fur¬ 
nish  a  statement  of  the  rights,  if  any,  of  the  preferred  stock 
of  The  Consolidated  Gas  Company  of  the  City  of  Pitts¬ 
burgh,  in  liquidation  and  in  connection  wth  any  merger. 
There  is  contained  in  the  U-5-B  report  of  Philadelphia 
Company  a  statement  with  respect  to  the  rights  of  that 
stock  in  liquidation  and  is  to  the  effect  that  the  preferred 
stock  has  no  preference  or  priority  over  the  common  stock 
in  event  of  liquidation  or  dissolution  except  in  the  opinion 
of  the  company’s  counsel  to  the  extent  of  accumulated 
unpaid  dividends  at  the  rate  of  6  per  cent  per  annum  from 
the  date  of  issuance,  but  after  such  payment  it  is  not  entitled 
to  participate  with  the  common  capital  stock  in  any  remain¬ 
ing  surplus  earned  subsequent  to  the  issuance  of  the  pre¬ 
ferred  stock.  The  preferred  stock  has  no  preference  or 
priority  in  event  of  a  merger  of  the  company. 

Q.  Has  that  been  affected  by  the  subsequent  agreement 
with  relation  to  the  4  percentum  in  lieu  of  the  6  percentum 
as  covered  by  the  guarantee  of  Philadelphia  Company! 
A.  It  is  my  recollection  that  the  agreement  to  which  you 
referred  does  not  deal  with  that  question  by  its  terms. 
At  a  later  point  I  propose  to  supply  a  copy  of  that  con¬ 
tract,  if  it  has  not  already  been  done. 

[2606]  Q.  In  the  opinion  of  company  counsel  does  that 
agreement  in  any  way  affect  the  situation  that  you  have 
just  outlined!  A.  The  statement  of  the  rights  on  merger 
and  liquidation  which  I  have  just  related  is  based  upon  the 
present  facts  and  circumstances  including  the  agreement 
that  you  referred  to. 

At  pages  547  and  548  Mr.  Guttmann  asked  that  we  fur¬ 
nish  for  the  years  1945  and  1946  the  payments  made  by 
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Equitable  Gas  Company  to  Finleyville  Oil  &  Gas  Company 
for  the  gas  purchased  from  the  latter  company  and  the 
dollar  value  of  the  gas  actually  delivered  in  those  years 
by  Finleyville  to  Equitable. 

In  the  year  1945  Equitable  Gas  Company  paid  $77,754.39. 
The  dollar  amount  of  gas  delivered  in  that  year  calculated 
at  the  rate  prescribed  in  the  contract  was  $34,402.80,  making 
the  amount  for  prepaid  gas  in  that  year  $43,351.59.  In 
the  year  1946  the  amount  paid  by  Equitable  was  $101,004.35, 
and  the  dollar  value  of  the  gas  actually  delivered  in  that 
year  prior  to  the  expiration  of  the  contract  in  the  latter 
part  of  the  year  was  $34,815.40,  thus  making  the  amount 
paid  for  prepaid  gas  $66,188.95.  Subsequent  to  the  expira¬ 
tion  of  the  contract  in  the  latter  part  of  1946  there  was 
delivered  in  1946  to  Equitable  by  Finleyville  $3,284  of  pre¬ 
paid  gas.  Additional  deliveries  of  such  prepaid  gas  have 
been  made  by  Finleyville  to  Equitable  during  the  year  1947 
to  date.  I  do  not  have  [2607]  the  amount  of  such  deliveries 
but  if  it  is  desired,  I  can  obtain  it. 

Q.  Has  Equitable  made  any  further  advance  payment  in 
1947,  Mr.  Fleger!  A.  No.  No  further  advance  payments 
were  made  by  Equitable  since  the  expiration  of  the  con¬ 
tract  in  the  latter  part  of  1946.  All  deliveries  by  Finley¬ 
ville  to  Equitable  since  that  time  have  been  in  the  nature 
of  delivery  of  prepaid  gas  to  Equitable  for  which,  of 
course,  Equitable  made  no  further  payments. 

Q.  And  is  it  in  the  contemplation  of  the  parties  that 
such  deliveries  will  continue  until  the  amount  of  prepay¬ 
ment  has  been  exhausted?  A.  That  is  the  intention  of 
the  parties  unless  the  question  becomes  academic  by  reason 
of  any  reorganization  of  the  Pennsylvania  gas  properties 
along  the  lines  that  I  testified  to  at  a  previous  session. 
Those  plans,  which  are  being  perfected  at  the  present  time, 
contemplate,  among  other  things,  the  acquisition  by  Equi¬ 
table  Gas  Company  of  the  gas  properties  of  Finleyville 
Oil  &  Gas  Company,  as  well  as  Philadelphia  Company. 
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Therefore,  the  rights  and  liabilities  of  the  parties  to  the 
contract  which  we  are  discussing  would  be  disposed  of 
incident  to  any  such  reorganization  if  it  is  consummated. 
If  no  such  reorganization  is  consummated  it  is  the  present 
intention  of  the  parties  that  Finleyville  will  [2607-A] 
deliver  gas  to  Equitable  without  further  payments  by 
Equitable  Gas  until  all  the  prepayments  made  by  Equi¬ 
table  Gas  Company  have  been  consumed. 

Q.  I  think  we  also  asked  you,  in  connection  with  that 
specific  question,  at  transcript  page  547  and  page  548  how 
the  operating  expenses  of  Equitable  Gas  reflect  that.  A. 
I  am  dealing  with  that  as  a  separate  question,  Mr.  Gutt- 
man. 

Q.  I  see.  A.  I  am  just  about  to  take  that  up. 

At  page  548  of  the  transcript  Mr.  Guttmann  inquired  as 
to  how  the  payments  made  by  Equitable  Gas  Company  to 
Finleyville  Oil  &  Gas  Company  under  the  agreement  for 
purchase  of  gas  from  Finleyville,  which  I  have  just  referred 
to,  were  treated  in  the  recent  rate  proceeding  of  Equitable 
Gas  Company.  In  that  proceeding  the  Equitable  Gas  Com¬ 
pany  did  not  include  in  its  operating  expenses  any  part  of 
the  payments  for  prepaid  gas.  The  only  payments  which 
were  included  in  operating  expenses  were  those  payments 
made  for  gas  actually  received,  which  are  paid  for  at  the 
rate  of  20  cents  per  thousand  cubic  feet,  and  the  Commis¬ 
sion’s  decision  suggests  as  to  that  latter  amount,  that  it 
considered  the  charge  of  Finleyville  to  be  a  reasonable 
charge. 

At  page  550  of  the  transcript  Mr.  Guttmann  directed 
attention  to  page  15  of  Philadelphia  Company  Exhibit  No. 
6  and  [260S]  asked  that  we  explain  the  item  “Indebtedness 
to  affiliated  companies,”  appearing  thereon.  That  item, 
which  is  in  the  amount  of  $361,690.12,  is  comprised  almost 
entirely  of  amounts  owing  by  Pittsburgh  &  West  Virginia 
Gas  Company  to  Kentucky-West  Virginia  Gas  Company 
for  gas  purchased  from  the  latter  company  in  the  amount 
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of  that  item,  being  $345,368.06.  Such  items  are  generally 
settled  on  a  monthly  basis  between  the  two  companies. 

At  pages  550  and  551  Mr.  Guttmann  asked  that  we  fur¬ 
nish.  the  citations  of  the  orders  of  the  Federal  Power  Com¬ 
mission  and  the  Kentucky  Public  Service  Commission 
approving  the  original  cost  reclassification  of  accounts  of 
the  Kentucky-West  Virginia  Gas  Company.  I  believe  that 
copies  of  those  orders  have  been  furnished  to  Mr.  Guttmann. 

Mr.  Guttmann:  I  acknowledge  receipt  of  the  same. 

The  Witness:  At  page  553  of  the  transcript  Mr.  Gutt¬ 
mann  referred  to  the  current  assets  of  Equitable  Sales 
Company  shown  on  Philadelphia  Exhibit  No.  6  in  the 
amount  of  $364, S33,  and  he  asks  that  we  indicate  how  much 
of  those  assets  is  represented  by  cash.  Of  that  amount 
$214,333  consists  of  cash  and  $150,000  consists  of  7/s  per 
cent  certificates  of  indebtedness  of  the  United  States, 
Series  L-1947. 

At  page  554  of  the  transcript  Mr.  Guttmann  asked  that 
we  furnish  the  figure  at  which  the  Consolidated  Gas  Com¬ 
pany  of  the  City  of  Pittsburgh  carried  on  its  books  the 
property  [2609]  of  Equitable  Keal  Estate  Company  ac¬ 
quired  from  that  company  in  the  year  1924.  That  figure  is 
$760,090.77. 

At  pages  560  and  561  of  the  transcript  Mr.  Guttmann 
referred  to  Philadelphia  Company  Exhibit  18  and  the  fact 
that  there  was  shown  thereon  the  ownership  by  Phila¬ 
delphia  Company  of  $270,200  of  preferred  stock,  $4,000,000 
of  common  stock  and  $1,131,354  of  notes  of  Consolidated 
Gas  Company  of  the  City  of  Pittsburgh,  and  he  asked  that 
we  furnish  the  amounts  at  which  the  securities  are  presently 
carried  on  the  books  of  Philadelphia  Company.  The  pre¬ 
ferred  stock  is  carried  on  the  books  at  a  nominal  figure  of 
$1,  the  common  stock  is  likewise  carried  at  a  nominal  figure 
of  $1,  and  the  notes  are  also  carried  at  a  nominal  figure 
of  $1. 
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At  pages  561  and  562  of  the  transcript  Mr.  Gnttmann 
asked  whether  the  guarantee  by  Philadelphia  Company 
of  a  dividend  of  4  per  cent  on  the  6  per  cent  preferred 
stock  of  Consolidated  Gas  Company  of  the  City  of  Pitts¬ 
burgh  had  been  made  pursuant  to  any  written  contract  and, 
if  so,  he  asked  that  we  furnish  him  with  a  copy  of  such 
contract.  The  guarantee  in  question  was  made,  as  I  pre¬ 
viously  testified,  in  settlement  of  a  dispute  in  litigation 
which  had  arisen  between  certain  of  the  holders  of  the 
preferred  stock  of  Consolidated  Gas  Company  of  the  City  of 
Pittsburgh  and  the  Philadelphia  Company  and  was  pursu¬ 
ant  to  a  written  agreement  dated  December  11,  1907  be¬ 
tween  Philadelphia  Company  and  D.  Herbert  [2610] 
Hostetter  of  the  City  of  Pittsburgh,  an  owner  and  holder 
of  certain  shares  of  the  preferred  stock  of  the  Consolidated 
Gas  Company  of  the  City  of  Pittsburgh,  the  contract  mak¬ 
ing  provision  by  its  terms  for  the  joinder  of  other  holders 
of  the  preferred  stock.  The  agreement  in  that  respect 
provided  that  it  would  become  operative  and  binding  if, 
when  and  in  the  event  the  holders  of  not  less  than  75  per 
cent  of  the  total  outstanding  preferred  stock  of  the  Con¬ 
solidated  Gas  Company  shall  become  parties  thereto  by 
signing  the  agreement  or  by  requesting  that  their  stock 
certificates  be  stamped  in  the  manner  provided  for  in  the 
agreement  within  six  months  of  the  date  of  the  contract. 

Let  the  record  show  that  we  are  furnishing  Mr.  Gutt- 
mann  with  a  copy  of  the  contract. 

Mr.  Gnttmann:  Let  the  record  show  that  I  have  just 
received  a  copy. 

The  Witness:  At  pages  570  and  571  of  the  transcript 
reference  was  made  to  a  statement  in  the  A-2  registration 
statement  of  Philadelphia  Company,  registration  No.  2-4764, 
which  has  been  offered  in  evidence  in  this  proceeding  by 
Philadelphia  Company  by  reference,  and  specifically  page 
103  of  that  statement,  in  which  statement  is  made  concern¬ 
ing  or  describing  the  agreement  between  Duquesne  Light 
Company  and  West  Penn  Power  Company  providing  for 
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the  exchange  of  certain  property  and  franchises  in  the 
counties  of  Allegheny,  West  [2611]  Moreland,  Beaver  and 
Washington,  and  Mr.  Guttmann  in  connection  therewith 
asked  that  we  furnish  the  facts  as  to  the  capital  stock  of 
certain  subsidiary  companies  which  were  involved  in  that 
agreement. 

[2612]  Under  the  terms  of  that  agreement,  West  Penn 
Power  Company  agreed  to  sell  and  assign  to  Duquesne 
Light  Company,  among  other  things,  all  of  the  capital 
stock  of  a  corporation  to  be  organized,  to  which  there  was 
to  be  conveyed  all  of  the  property  and  franchises  in  town¬ 
ships  of  Crescent,  Moon,  Findlay,  Sewickley,  Leet,  Sewickly 
Heights,  and  Aleppo,  and  the  Boroughs  of  Leetsdale,  Edge- 
worth,  Sewickley  and  Osborne,  in  the  County  of  Allegheny 
anddn  the  townships  of  Hopewell,  Harmony  and  Economy, 
and  the  Boroughs  of  South  Heights,  Woodlawn,  Aliquippa, 
Ambridge,  Baden  and  Conway,  in  the  County  of  Beaver, 
including  the  portion  of  the  high  tension  line  from  Mc¬ 
Donald  to  Sewickley,  which  lies  within  the  territory  de¬ 
scribed  in  Subdivision  (a)  of  the  Agreement,  the  property 
in  question  all  being  described  in  detail  in  that  subdivision. 

Under  the  terms  of  the  agreement  Duquesne  Light  Com¬ 
pany  agreed  to  sell  and  assign  to  West  Penn  Power  Com¬ 
pany  all  of  the  capital  stock  of  Export  Borough  Electric 
Company,  $1,300,000  par  value  of  the  common  stock  of  the 
Steubenville  Wellsburg  and  Weirton  Railway  Company, 
$50,000  par  value  of  the  common  capital  stock  of  Wellsburg 
Electric  Light,  Heat  and  Power  Company,  $12,000  par  value 
of  the  common  capital  stock  of  Hancock  County  Electric 
Company;  $10,000  par  value  of  the  common  capital  stock 
of  Steubenville  Railway  Company  and  $13,250  par  value 
of  the  common  capital  stock  of  the  Steubenville  Bridge 
Company. 

[2613]  That  contract  and  the  transactions  provided 
for  therein  was  approved  by  an  order  of  the  Public  Service 
Commission  of  the  Commonwealth  of  Pennsylvania,  dated 
August  15,  1917,  pursuant  to  an  application  of  West  Penn 
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Power  Company  and  Dnquesne  Light  Company  at  Appli¬ 
cation  Docket  No.  A.  1360-17,  and  while  this  was  not  specifi¬ 
cally  requested  by  Mr.  Guttmann,  I  would  like  to  point  out 
in  connection  therewith  that  about  the  same  time  the 
Duquesne  Light  Company  acquired  from  West  Penn  Power 
Company  all  of  the  capital  stock  of  Pittsburgh-Beaver 
Light  Company,  that  acquisition  being  approved  by  an 
order  of  the  Public  Service  Commission  of  the  Common¬ 
wealth  of  Pennsylvania,  dated  October  18,  1917,  pursuant 
to  an  application  of  Duquesne  Light  Company  at  Applica¬ 
tion  Docket  No.  1521-1917. 

At  pages  572  and  573  of  the  transcript,  Mr.  Guttmann 
referred  to  Philadelphia  Company  Exhibit  20  and  specifi¬ 
cally  page  120  thereof,  which  refers  to  an  agreement  with 
Pettingill,  Incorporated.  He  asked  whether  the  agreement 
referred  to  therein  was  still  in  effect.  I  stated,  at  pages 
572  and  573,  in  a  general  way,  the  circumstances  sur¬ 
rounding  the  contract  and  the  amendments  made  thereto 
and  stated  that  I  would  like  to  verify  whether  or  not  the 
contract  with  Pettingill,  Incorporated  had  been  entirely  dis¬ 
continued. 

On  checking  the  record,  I  find  that  the  latest  amendments 
of  the  Pettingill  contract  referred  to  were  made  November 
[2614]  1, 1940  and  were  for  a  period  of  one  year  thereafter. 

The  contracts  therefore  expired  October  31,  1941  and 
there  has  not  been  in  effect  since  that  date  any  agreement 
between  any  of  the  companies  in  the  Philadelphia  Company 
system  and  Pettingill,  Incorporated. 

Mr.  Guttmann:  Has  Pettingill,  Incorporated,  rendered 
any  service  to  Philadelphia  Company  and  subsidiaries  since 
that  date. 

The  Witness:  It  has  not. 

At  page  593  of  the  transcript,  Mr.  Guttmann  asked  about 
the  basis  of  distribution  of  salaries  and  expenses  of  the 
Telephone  Department. 
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As  to  salaries,  the  superintendent’s  salary,  that  is, 
Mr.  Herbert  Smith,  who  has  testified  in  this  case,  is  dis¬ 
tributed  in  proportion  to  the  number  of  dollars  of  payroll 
charged  by  the  telephone  department  to  each  of  the  several 
companies  during  the  preceding  calendar  year. 

Salaries  of  telephone  switchboard  operating  personnel 
and  related  clerical  salaries  are  distributed  during  each 
quarterly  period  by  means  of  percentage  lists  which  are 
derived  from  traffic  counts  for  each  company’s  service, 
made  during  the  preceding  quarter.  Some  allowance  is 
made  in  this  connection  for  a  ready-to-serve  factor  during 
off  hours. 

The  salaries  of  maintenance  and  construction  personnel 
[2615]  and  related  clerical  and  engineering  salaries  are 
distributed  by  direct  labor  hours,  charged  by  reason  of 
work  upon  the  units  of  plant  owned  by  each  of  the  several 
companies. 

An  exception,  amounting  to  about  10  per  cent  of  this 
class  of  salaries,  is  the  maintenance  of  jointly  used  equip¬ 
ment.  This  cost  is  kept  in  clearing  accounts  and  is  dis¬ 
tributed  each  month  according  to  the  percentage  usage  of 
the  equipment. 

As  to  expenses,  direct  charges  are  made  wherever  pos¬ 
sible  and  they  constitute  the  bulk  of  the  expense  charges. 
As  to  the  remainder,  there  is  followed  generally  the  pattern 
of  or  basis  for  distribution  of  salaries. 

Mr.  Guttmann:  With  reference  to  that  traffic  count  you 
referred  to,  which  is  the  basis  for  the  allocation  of  salaries, 
is  that  just  a  spot  check  of  traffic  count  or  is  that  just  a 
constant  traffic  count  that  is  maintained? 

The  Witness:  It  is  my  understanding  that  is  more  than 
a  spot  check,  but  I  would  not  be  prepared  to  say  without 
verifying  it  precisely  how  the  count  is  made.  If  you  wish 
me  to  obtain  that  information  I  can  do  so,  Mr.  Guttmann. 


1689a 


Testimony — Philip  A.  Fleger — Cross. 

Mr.  Guttmann:  If  you  would  do  so,  please. 

The  Witness:  At  page  596  of  the  transcript  Mr.  Gutt¬ 
mann  asked  that  we  furnish  a  statement  of  the  number  of 
instances  where  the  companies  in  the  Philadelphia  Com¬ 
pany  group  have  both  electric  and  gas  service  in  the  same 
premises,  the  number  of  [2616]  instances  in  which  there  is 
electric  service,  but  not  gas  service,  the  number  of  instances 
in  which,  conversely,  there  is  gas  service  and  not  electric 
service. 

There  are  17,028  residential  and  commercial  customers 
served  by  Equitable  Gas  Company  which  are  not  served 
by  Duquesne  Light  Company. 

There  are  approximately  180,000  to  181,000  of  residen¬ 
tial  and  commercial  customers  of  Equitable  Gas  Company 
who  are  also  served  by  Duquesne  Light  Company.  That 
figure  is  arrived  at  in  this  fashion: 

There  are  197,979  residential  and  commercial  customers 
of  Equitable  Gas  Company.  Deducting  the  17,028  resi¬ 
dential  and  commercial  customers  of  Equitable  Gas  Com¬ 
pany  who  are  served  in  territory  not  served  by  Duquesne 
Light  Company  produces  a  figure  of  180,951,  which  is  a 
very  close  approximation  of  the  number  of  customers  who 
are  served  by  both  Equitable  Gas  Company  and  Duquesne 
Light  Company,  because  a  check  of  a  substantial  number  of 
areas  listed  by  the  Allegheny  County  Federation  of  Social 
Agencies  in  the  territory  served  by  Duquesne  Light  Com¬ 
pany  and  Equitable  Gas  Company,  which,  according  to  that 
agency  represented  the  lowest  rental  areas,  showed  that 
even  in  those  areas,  only  1.3  per  cent  of  Equitable  Gas 
Company’s  customers  did  not  have  have  electric  service. 

There  are  188,128  residential  and  commercial  customers 
who  are  served  by  Duquesne  Light  Company  and  who  re¬ 
ceive  no  [2617]  service  from  Equitable  Gas  Company. 

[Here  follows  a  luncheon  recess,  followed  by  further 
testimony  of  the  witness  Fleger  as  follows :] 
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[2618]  The  Witness:  At  page  604  of  the  transcript  Mr. 
Guttmann  asked  us  to  furnish  the  figures  as  to  the  portion 
of  the  cost  of  operating  the  adjustment  department  in  the 
year  1946  which  was  charged  to  the  trustees  of  Pittsburgh 
Railways  Company  and  Pittsburgh  Motor  Coach  Company. 
The  total  cost  of  operating  the  adjustment  department  in 
1946  was  $162,001.57.  Of  that  amount,  $138,069.06  was 
charged  to  the  trustees  of  Pittsburgh  Railways  Company 
and  $1,648.70  was  charged  to  the  trustees  of  Pittsburgh 
Motor  Coach  Company,  leaving  a  balance  charged  against 
the  other  companies  in  the  Philadelphia  Company  group 
of  $22,283.81. 

At  page  622  of  the  transcript  Mr.  Guttmann  asked  that 
we  furnish  figures  as  to  the  gross  salary  of  Mr.  E.  E. 
McCormick,  who  is  the  office  manager  of  the  law  depart¬ 
ment,  for  the  year  1946  and  the  figure  representing  the 
portion  thereof  charged  to  Railways  Company,  and  I  as¬ 
sume  that  he  means  the  trustees  of  Pittsburgh  Railways 
Company  and  the  Pittsburgh  Motor  Coach  Company. 

[2619]  Mr.  Guttmann:  That  is  correct. 

The  Witness:  In  the  year  1946  Mr.  McCormick’s  total 
compensation  amounted  to  $5,713  and  of  that  amount  there 
was  charged  to  the  Pittsburgh  Railways  Company  and 
Pittsburgh  Motor  Coach  Company  trustees  $1,111.26.  In 
connection  with  that  charge  I  would  like  to  point  out  the 
functions  and  services  of  Mr.  McCormick  which  are  repre¬ 
sented  by  that  charge  to  the  trustees  of  the  Pittsburgh 
Railways  Company  and  Pittsburgh  Motor  Coach  Company. 

In  the  first  place,  Mr.  McCormick  in  his  capacity  as 
office  manager  of  the  law  department  has  direct  respon¬ 
sibility  for  supervising  all  of  the  clerical  force  and  the 
clerical  and  office  routines  in  connection  with  the  work  of 
the  law  division  of  the  law  department.  In  respect  to  those 
matters  there  are  two  lawyers  in  the  trustees’  organization 
who  utilize  the  services  represented  by  those  routines  con- 
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sisting,  among  other  things,  of  filing  services,  which  is  a 
most  important  matter  because  I  know  from  my  personal 
experience  as  an  attorney  in  the  law  department  for  the 
last  20  years  that  considerable  time  can  be  saved  in  work¬ 
ing  on  legal  problems  that  arise  from  day  to  day  by  being 
able  to  refer  back  to  the  files  and  cases  that  have  arisen 
in  prior  years  that  involve  the  same  question.  Mr.  McCor¬ 
mick  has  been  associated  with  the  law  department  for 
many,  many  years.  While  he  does  not  do  the  actual  filing, 
I  know  from  personal  [2620]  experience  that  he  is  inti¬ 
mately  familiar  with  the  files  and  particularly  the  more 
important  ones,  and  whenever  any  difficulty  arises  in 
locating  a  file,  you  invariably  can  call  upon  him  to  find  it. 

We  have  a  rather  comprehensive  file  system  in  the  law 
division  and  I  think  it  is  a  very  important  factor  in  the 
efficiency  of  the  department.  Mr.  McCormick  some  years 
past  has  been  in  large  measure  responsible  for  the  devel¬ 
opment  of  that  file  system.  In  addition  to  that,  Mr. 
McCormick  in  his  functions  with  respect  to  the  law  division 
does  have  general  responsibility  over  the  law  library  and 
he  is  responsible  for  procuring  such  books,  periodicals, 
services,  as  are  called  for  by  the  lawyers.  It  is  his  responsi¬ 
bility  to  keep  the  library  in  order  or  see  to  it  that  it  is  kept 
in  order,  and  it  is  his  responsibility  to  determine  how  the 
law  books  and  periodicals  and  services  shall  be  maintained 
as  to  their  location. 

That  library  also  includes  binders  that  contain  all  of 
the  important  office  briefs  that  have  been  prepared  over  the 
years  by  the  law  department  in  connection  with  the  various 
problems  that  have  arisen.  Mr.  McCormick  is  intimately 
familiar  with  those  binders  and  is  quite  helpful  in  locating 
memoranda  and  briefs  in  connection  with  current  problems. 
That  library,  of  course,  is  utilized  by  the  two  attorneys 
that  I  referred  to  who  function  for  the  trustees  of  [2621] 
Pittsburgh  Railways  Company  and  Pittsburgh  Motor  Coach 
Company  who  are  located  in  the  central  building. 
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In  so  far  as  the  real  estate  division  of  the  law  depart¬ 
ment  is  concerned,  which  functions  for  the  trustees  of 
Pittsburgh  Railways  Company  and  Pittsburgh  Motor 
Coach  Company  as  to  all  real  estate  sales,  leases,  and  the 
like,  as  well  as  real  estate  taxes  and  all  types  of  insurance, 
Mr.  McCormick  again  is  directly  responsible  for  all  of  the 
clerical  force  required  in  the  operation  of  that  department 
and  the  office  and  clerical  routines.  That  work  also  in¬ 
volves  his  being  responsible  for  the  real  estate  files.  We 
maintain  in  the  real  estate  department  a  vault  in  which  all 
deeds,  leases,  conveyances,  and  documents  of  that  kind 
that  are  required  in  the  day-to-day  operation  of  the  real 
estate. 

Based  upon  my  knowledge  of  the  work  that  Mr. 
McCormick  does  for  the  trustees  of  Pittsburgh  Railways 
Company  and  Pittsburgh  Motor  Coach  Company,  only  a 
part  of  which  I  have  enumerated,  I  am  firmly  of  the 
opinion  that  if  the  trustees  were  to  endeavor  to  procure 
those  services  on  a  separate  or  segregated  basis,  or  what¬ 
ever  you  choose  to  call  it,  that  they  would  have  to  pay  sub¬ 
stantially  more  than  the  $1,111.26  that  was  paid  by  the 
trustees  in  the  year  1946. 

Q.  Do  you  allocate  a  certain  portion  of  the  $5,713  that 
represents  Mr.  McCormick’s  annual  salary  as  between 
the  law  division  and  the  real  estate  division  of  the  law  and 
real  [2622]  estate  department?  A.  Yes.  His  salary 
is  allocated  between  the  law  division  and  the  real  estate 
division  on  the  basis  of  50  per  cent  being  allocated  to 
each  division.  The  50  per  cent  that  is  allocated  to  the  law 
division  is  distributed  between  all  of  the  companies  in  the 
Philadelphia  Company  group,  including  the  trustees  of 
Pittsburgh  Railways  and  Pittsburgh  Motor  Coach.  The 
50  per  cent  that  is  allocated  to  the  real  estate  division,  is 
allocated  between  all  of  those  companies  and  the  trustees, 
with  the  exception  of  Kentucky-West  Virginia  Gas  Com¬ 
pany,  for  whom  the  real  estate  division  does  not  perform 
any  services. 
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Q.  And  in  each  instance  that  allocation  is  on  the  basis 
of  gross  revenues?  A.  It  is. 

At  page  640  of  the  transcript  Mr.  Guttmann  asked  that 
we  furnish  the  citations  as  to  the  proceedings  before  the 
Pennsylvania  Public  Utility  Commission  in  which  the  plan 
of  reorganization  of  the  trustees  of  Pittsburgh  Railways 
Company  and  Pittsburgh  Motor  Coach  Company  was  con¬ 
sidered  by  that  Commission.  The  original  plan  of  re¬ 
organization  of  the  trustees  was  considered  by  the  Penn¬ 
sylvania  Commission  at  application  Docket  No.  59706  and 
is  reported  in  38  PUR  New  Series  434.  That  plan  was 
disapproved  by  the  Commission  on  November  27, 1940. 

[2623]  The  revised  plan  of  reorganization  of  the  trus¬ 
tees  was  considered  by  the  Commission  at  application 
Docket  No.  60471,  is  reported  in  41  PUR  New  Series  193. 
That  plan  was  disapproved  by  the  Commission  on  Novem¬ 
ber  5,  1941.  The  Amended  Revised  plan  of  the  trustees, 
which  is  the  last  plan  which  has  been  submitted  by  the 
trustees  up  to  the  present  date,  was  considered  by  the 
Commission  at  application  Docket  No.  61009  and  is  re¬ 
ported  in  42  PUR  New  Series  2S5.  That  plan  was  approved 
by  the  Pennsylvania  Commission  on  January  12,  1942. 

At  pages  668  and  669  Mr.  Guttmann  asked  that  we  fur¬ 
nish  him  with  a  copy  of  the  opinion  of  the  Pennsylvania 
Superior  Court  in  the  Equitable  Gas  Company  rate  pro¬ 
ceeding  to  which  I  have  referred.  I  believe  a  copy  of  that 
opinion  has  been  furnished  to  Mr.  Guttmann. 

Q.  For  the  record  I  acknowledge  receipt.  A.  That 
comprises  the  greater  part  of  the  data  which  Mr.  Gutt¬ 
mann  has  requested.  Several  of  the  items  which  he  re¬ 
quested  I  am  not  in  a  position  to  furnish  today.  Those 
items  consist  principally  of  a  request  for  the  schedule 
showing  all  upstream  and  downstream  loans  between  Phila¬ 
delphia  Company  and  its  subsidiaries  and  between  the 
subsidiary  companies,  showing  when  those  bearing  inter¬ 
est  were  substituted  for  open  account  indebtedness  and 
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further  showing  the  reasons  for  such  loans,  as  well  as  the 
interest  rates  applicable  thereto,  and  a  number  of  questions 
that  are  related  to  that  subject  in  that  they  do  [2624] 
involve  specific  loan  transactions  between  companies  in 
the  Philadelphia  Company  group. 

The  preparation  of  the  schedule  just  mentioned  involves 
a  tremendous  amount  of  work  and  I  have  explained  to  Mr. 
Guttmann  how  many  people  we  have  working  on  it  and 
the  time  that  has  been  consumed  to  date  and  I  have  indi¬ 
cated  that  I  thought  it  advisable  to  defer  the  answers  on 
the  questions  concerning  the  specific  loan  transactions  in 
order  that  we  can  have  the  entire  matter  of  intercompany 
loans  dealt  with  at  one  place  in  the  record.  Otherwise 
it  would  be  a  rather  difficult  thing  to  work  with. 

There  are  a  few  isolated  additional  questions  which  I 
am  not  prepared  to  answer  today,  but  I  will  be  prepared  to 
furnish  the  information  on  those  questions  and  the  ques¬ 
tions  regarding  intercompany  loans  upon  the  resumption 
of  these  hearings  after  the  two-week  recess  that  has  been 
granted  by  the  Commission. 

Q.  Will  you  include  in  that  category  a  number  of  isolated 
questions  which  the  record  discloses  the  Examiner  asked 
of  you?  For  example,  at  transcript  page  245  the  Examiner 
requested  that  you  compute  the  average  rate  for  gas  sold 
by  Equitable  Gas  Company.  A.  Yes.  I  will  have  that 
at  the  same  time. 

[2625]  Q.  At  transcript  page  269  the  Examiner  re¬ 
quested  you  to  furnish  the  price  paid  for  gas  purchased 
by  Manufacturers  Light  &  Heat  and  United  Fuel.  A. 
Yes,  sir. 

Q.  At  transcript  pages  305  and  306  the  Examiner  asked 
whether  you  agreed  with  Standard  &  Poor  that  the  liquidat¬ 
ing  value  of  the  4%  per  cent  trust  bonds  of  Philadelphia 
Company  as  of  November  27,  1946,  was  $3,150,  and  for 
other  bonds  as  of  June  12,  1946,  was  $3,916.  I  believe  you 
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were  going  to  check  that.  A.  I  will  be  in  a  position,  in 
other  words,  Mr.  Guttmann,  to  supply  all  of  the  remaining 
requests  that  were  made,  either  hy  the  Examiner  or  by 
yourself. 

Mr.  Hackney:  I  understand  the  witness  is  here  for 
cross-examination.  From  the  testimony  he  has  just  given, 
it  is  cross-examination. 

C  ross-examination : 

By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  can  you  tell  us  whether  Duquesne  Light 
Company  has  financed  its  business  through  common  stock 
equity  money  in  the  past?  A.  The  only  way  that  I  know 
of  that  I  can  answer  that  question  would  be  to  go  back 
over  the  history  of  the  Company  and  detail  the  financing 
which  the  Company  has  done  from  [2626]  year  to  year. 
I  don’t  think  that  the  question  would  admit  of  a  categorical 
answer. 

Q.  Isn’t  it  a  fact  that  that  information  would  he  dis¬ 
closed  in  connection  with  answers  to  certain  questions  that 
were  propounded  hy  letter  by  the  Commission  staff  to  the 
Company?  A.  If  you  are  referring  to  the  letter  dated 
April  30,  1947,  which  was  addresed  to  me  by  Mr.  Maurice 
C.  Kaplan,  Assistant  Director  of  the  Public  Utilities  Divi¬ 
sion,  in  connection  with  this  case,  in  which  Mr.  Kaplan 
asked  us  to  furnish  the  staff  with  certain  information 
enumerated  in  a  statement  attached  to  that  letter,  it  is 
true  that  that  statement  requests,  among  other  things, 
a  statement  showing  the  capital  expenditures  and  method 
of  financing  such  expenditures  in  the  years  1939  to  1946, 
inclusive,  for  Philadelphia  Company,  and  each  of  its  sub¬ 
sidiaries,  excluding  Pittsburgh  Railways  Company  and 
subsidiaries. 

Upon  receipt  of  that  letter,  I  immediately  arranged  for 
the  preparation  of  the  material  requested,  and  it  is  in 
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process  of  preparation  and  will  undoubtedly  be  available 
for  submitting  at  the  adjourned  hearings  in  this  case. 

Since  the  information  requested  is  restricted  to  the 
period,  1939-1946  rather  than  the  life  of  the  Company,  I 
don’t  think  any  difficulty  will  be  encountered  in  answering 
the  question,  but  I  have  not,  in  view  of  my  attendance  here 
[2627]  at  the  hearings,  had  an  opportunity  as  yet  to  dis¬ 
cuss  this  matter,  or  for  that  matter,  any  of  these  specific 
items  enumerated  in  this  letter  of  Mr.  Kaplan’s  of  April 
30,  1947. 

There  is  also  included  in  the  schedule  of  the  informa¬ 
tion  requested  in  Mr.  Kaplan’s  letter  of  April  30,  a  request 
for,  schedules  adopting  basic  information  contained  in  the 
U-5-B  statement,  Philadelphia  Company,  showing  each 
security  sold  by  Philadelphia  Company  and  subsidiary  com¬ 
panies,  excluding  Pittsburgh  Railways  Company  and  sub¬ 
sidiaries  since  date  of  inception.  That  information  is  in 
the  same  category  as  the  other,  in  that  I  arranged  for 
the  preparation  of  it  immediately  upon  receipt,  and  due  to 
my  attendance  at  the  hearings  here,  I  have  not  had  an 
opportunity  as  yet  to  discuss  it  with  the  persons  in  our 
organization,  who  are  engaged  in  working  on  the  matter. 
I  might  say  that  we  have  a  very  practical  problem  in  so 
far  i  as  the  preparation  of  a  great  deal  of  this  information 
is  concerned,  because  the  bulk  of  it  must  be  prepared  in 
the  accounting  department,  and  the  accounting  depart¬ 
ment  is  presently  working  to  the  limit  by  reason  of  the 
fact  that  it  is  not  only  preparing  a  great  deal  of  information 
for  Stone  &  Webster  Corporation,  in  connection  with  the 
study  which  they  are  making  for  Standard  Gas  &  Electric 
Company  but,  as  I  have  already  indicated,  it  has  a  group 
of  people — I  think  five,  to  be  exact — who  have  been  working 
for  the  past  four  weeks  on  the  preparation  [2628]  alone 
of  the  schedules  of  all  of  the  upstream  and  downstream 
loans  which  I  have  just  referred  to.  When  I  received 
Mr.  Kaplan’s  letter,  I  requested  Mr.  Harmon,  the  Comp- 
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troller,  and  such  others  in  the  organization  that  were 
affected,  to  prepare  information  requested  by  Mr.  Kaplan 
at  the  earliest  possible  date.  I  might  also  say  we  have 
the  accounting  department  badly  loaded  down  because,  in 
addition  to  all  these  things,  we  are  having  to  prepare 
numerous  financial  statements  in  connetion  with  the  cur¬ 
rent  work  that  we  are  doing  on  refinancing  of  Duquesne 
Light  Company  and  the  refinancing  of  the  gas  properties 
which  we  are  working  on. 

Q.  In  view  of  your  statements  that  this  material  is 
presently  in  preparation,  I  will  not  question  you  on  that 
phase  of  the  material  at  this  time.  I  think  it  would  be 
better  policy  to  reserve  it. 

Mr.  Fleger,  I  have  before  me  the  first  of  the  cash 
flow  statements,  that  was  prepared,  covering  the  years 
1947  through  1951. 

I  note  that  in  the  year  1949  there  are  reflected  proceeds 
from  bank  loans  in  the  amount  of  $9,800,000  and  in  the  year 
1950  an  item  of  repayment  of  bank  loan  in  the  same  amount. 
Has  any  consideration  been  given  to  the  alternative  of 
equity  financing  in  lieu  of  hank  loans  in  that  period?  A. 
I  would  say  such  consideration  was  given  to  the  question 
involved  there,  as  we  deemed  appropriate.  As  the  cash 
[2629]  flow  statement  to  which  you  refer  clearly  indi¬ 
cates  on  its  face,  the  company’s  present  estimate  of  its 
income  and  expenditures,  indicates  that  there  will  be  need 
for  some  new  money  in  the  year  1949  and  that  again,  on 
the  basis  of  present  estimates  of  receipts  and  expenditures, 
that  it  appears  that  in  the  year  1950  that  a  substantial 
amount  of  new  money  will  be  required,  on  the  basis  that 
would  indicate  the  desirability  of  long-term  financing. 

Naturally,  it  is  recognized  that  estimates  as  far  in 
advance  as  1949-1950  are  subject  to  various  contingencies, 
and  it  was  felt  that  it  would  be  desirable,  in  the  year  1949, 
when  the  present  knowledge  suggests  that  new  money  re- 


1698a  Testimony — Philip  A.  Fleger — Cross. 

quirements  would  be  rather  limited,  to  take  care  of  those 
on  the  basis  of  temporary  bank  borrowings  for  the  reason 
that  if  it  shonld  materialize,  there  are  things  that  are  in 
the  presently  foreseeable  future  that  would  result  in  a 
somewhat  lesser  need  for  new  money  in  the  succeeding 
years,  than  now  appears  to  be  the  case,  that  the  companies 
can  avoid  the  incurring  of  either  unnecessary  cost  in  con¬ 
nection  with  procuring  of  its  money  or  involving  itself  in 
a  needless  permanent  adjustment  in  its  capital  structure. 

Our  thought  is  that  if  we  meet  our  needs  in  1949,  limited 
as  they  may  be,  by  means  of  bank  loans,  that  we  can  better 
judge  the  extent  to  which  long-term  financing  is  considered 
necessary  in  the  succeeding  year,  1950. 

[2630]  Furthermore,  the  capital  ratios  of  Duquesne 
Light  Company,  consisting,  as  they  do,  of  about  43  per 
cent  debt,  17  per  cent  preferred  stock  and  about  40  per  cent, 
in  round  figures,  of  common  stock  and  surplus,  certainly  do 
not  suggest  the  need  for  or  desirability  of  common  stock 
financing. 

We  think  that  the  appropriate  way  to  meet  any  new 
money  requirements  of  a  long-term  nature,  as  distinguished 
from  a  purely  short-term  period,  is  through,  first,  mortgage 
bonds  to  the  extent  consistent  with  a  balanced  capitalization, 
and,  secondly,  preferred  stock  to  the  extent  necessary,  and 
again  within  the  limits  of  a  balanced  capitalization. 

Q.  Now,  looking  at  your  cash  floor  statement  again,  it 
appears  that,  whereas  you  will  be  repaying  the  bank  loan  in 
1950,  in  that  same  year  you  prospectively  intend  to  receive 
certain  proceeds,  in  the  amount  of  $15,000,000  from  the 
sale  of  First  Mortgage  2%  per  cent  bonds,  and  $5,000,000 
as  the  proceeds  from  the  sale  of  first  preferred  3%  per 
cent  stock  ?  A.  That  is  $6,000,000,  I  believe. 

Q.  I  beg  your  pardon. 

So  that  in  effect  it  would  appear,  would  it  not,  that  the 
repayment  of  the  bank  loan  would  be  dependent  in  large 
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part  upon  the  proceeds  from  the  sale  of  the  bonds  and  the 
preferred  stock  in  that  year?  A.  Well,  that  just  de¬ 
pends  on  how  you  look  at  it.  You  [2631]  can  just  as  easily 
consider  that  the  bonds  would  be  paid  out  of  the  operating 
income  of  the  company,  and  such  new  money  requirements 
as  remain  after  that  has  been  taken  care  of  would  he  met 
through  the  issuance  of  the  securities  that  you  have  re¬ 
ferred  to,  but  one  of  the  primary  purposes,  of  course, 
in  making  bank  borrowings  in  1949  is  to  guard  against  the 
possibility  of  providing  for  the  issuance  of  an  unnecessarily 
large  amount  of  long-term  securities,  whatever  their  nature 
may  he. 

The  bank  borrowings  serve  the  purpose  of  enabling  us 
to  defer,  as  long  as  possible,  and  until  we  can  most  pre¬ 
cisely  judge,  the  new  money  requirements  and  the  amount 
of  securities  that  we  will  have  to  issue,  because,  needless 
to  say,  we  will  want  in  1950,  if  events  materialize  sub¬ 
stantially  in  the  manner  reflected  in  this  cash  flow  state¬ 
ment,  to  hold  down  to  the  minimum  the  amount  of  bonds 
and  preferred  stock  which  we  will  issue  in  that  year,  and 
we  can,  of  course,  judge  that  better  in  1950  than  we  can  in 
1949. 

Furthermore,  Duquesne  Light  Company,  as  has  been 
demonstrated  in  recent  years,  is  in  a  position  to  procure 
money  on  short-term  bank  loans  at  a  very  low  rate  of  in¬ 
terest,  and  I  don’t  visualize  that  it  would,  in  any  event, 
have  to  pay  more  than  approximately  1%  per  cent  for  that 
money. 

Q.  Now,  in  the  year  1949,  the  year  in  which  your  state¬ 
ment  indicates  there  will  be  a  $9,800,000  borrowing  from 
[2632]  banks,  do  you  visualize,  in  accordance  with  the  same 
cash  flow  statement,  that  there  will  be  dividends  paid  on 
the  common  stock?  A.  By  all  means. 

Q.  In  what  amount  is  that  visualized,  as  to  dividends? 
A.  Dividends  in  that  year  would  amount  to  $4.00  per  share. 

Q.  And  the  aggregate  amount?  A.  $8,611,300. 
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Q.  Now,  Mr.  Coffman  in  his  visualization  of  the  status 
of  the  companies  in  segregation  has  told  us  that  he  is 
assuming  that  Philadelphia  Company  will  continue  as  a 
holding  company  on  top  of  the  Duquesne  Light  Company 
and  associated  electric  companies,  and  Equitable  Real 
Estate  Company,  as  well.  Is  that  same  visualization  the 
one  to  which  you  subscribe  ?  A.  Yes.  I  would  go  beyond 
that  and  say  that  when  Mr.  Coffman  and  his  organization 
were  first  engaged  to  make  the  study  which  they  have  made 
in  connection  with  this  proceeding,  naturally,  the  question 
arose  right  at  the  outset  as  to  the  type  of  segregation  that 
he  was  to  assume  in  connection  with  this  study  and  I 
directed  his  attention  to  the  notices  and  orders  of  the 
Commission,  and  indicated  that  we  would  have  to  assume 
for  the  purpose  of  his  study  a  segregation  of  the  character 
that  we  considered,  interpreting  the  notices  [2633]  and 
orders  of  the  Commission  to  the  best  of  our  ability  was 
implied  in  the  notices  and  orders  of  the  Commission,  and 
I  pointed  out  that  that  involved  segregation  into  a  gas 
group,  a  transportation  group  and  an  electric  group,  and 
in  addition  the  continuance  of  Philadelphia  Company  as 
the  holding  company  of  the  electric  group  and  the  con¬ 
tinuance  of  Equitable  Real  Estate  Company. 

I  indicated  that  we  would  have  to  proceed  on  the  latter 
assumption,  because  the  notices  and  orders  of  the  Com¬ 
mission  did  not  unequivocally  propose  the  liquidation  of 
Philadelphia  Company,  and  it  seemed  to  me  that  by  visual¬ 
izing  the  continuance  of  the  Philadelphia  Company,  we 
would  be  adopting  the  more  conservative  view,  under  our 
theory,  at  least,  because  we  would  be  eliminating  another 
segregation  step  which  might  further  affect  the  loss  of 
economies  that  we  contend  would  result  from  segregation. 

I  would  like  to  say,  however,  that  it  is  my  personal  view 
that  in  Mr.  Coffman’s  treatment  of  that  situation,  to  wit, 
the  electric  group,  Equitable  Real  Estate  and  Philadelphia 
Company,  and  the  treatment  accorded  that  situation  by 
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Mr.  Hartt  and  Mr.  Stone,  I  very  definitely  subscribe  to  the 
treatment  accorded  by  the  latter  two  gentlemen  and  dis¬ 
agree  with  the  treatment  accorded  that  by  Mr.  Coffman, 
in  this  respect:  Mr.  Coffman,  as  I  understand  his  study, 
has  contemplated  that  on  segregation,  there  will  be  a 
separate  [2634]  and  distinct  organization  for  Philadelphia 
Company  from  that  of  the  electric  group. 

It  is  my  opinion  that  a  much  more  realistic  assumption 
is  that  joint  personnel  to  a  very  large  extent,  at  least,  would 
be  continued,  as  between  the  Philadelphia  Company  and 
the  electric  group. 

It  is  my  impression  that  Mr.  Hartt  and  Mr.  Stone  have 
visualized  such  a  situation,  and,  without  having  checked 
their  figures,  I  believe  that  they  have  attempted  to  reflect 
that  fact  in  the  difference  between  their  views  on  the  one 
hand  and  Mr.  Coffman’s  on  the  other,  in  their  estimates  of 
the  increased  expenses  that  would  result  from  segregation, 
in  that  they  made  a  reduction  in  the  estimated  increased 
costs  that  would  result  from  the  setting  up  of  this  separate 
organization  of  Philadelphia  Company  on  the  one  hand 
and  the  electric  group  on  the  other  hand. 

[2635]  Q.  While  we  are  on  that  topic,  Mr.  Fleger,  if 
you  will  bear  with  me  a  moment,  I  would  like  to  know  also 
your  general  personal  opinion  as  to  the  treatment  that  Mr. 
Coffman  in  his  studies  gave  to  the  continuance  in  the  gas 
group  of  five  corporations,  including  therein  Finlevville 
and  Philadelphia  Oil  Company.  A.  Well,  as  to  that, 
Mr.  Coffman  obviously  has  proceeded  on  the  basis,  as  he 
put  it,  as  I  heard  him  testify,  of  taking  the  situation  as 
he  found  it,  or  taking  the  companies  as  he  found  them. 
Our  program  for  the  gas  companies  in  the  Philadelphia 
Company  group,  as  I  have  already  indicated,  and  as  our 
11(e)  plan  in  this  proceeding  indicates,  contemplates  that 
there  would  be  in  the  gas  group  not  five  companies  eventu¬ 
ally  but  three,  namely,  Equitable  Gas  Company,  which 
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would  own  and  operate  all  of  the  Pennsylvania  gas  prop¬ 
erties,  Pittsburgh  &  West  Virginia  Gas  Company,  which 
would  own  and  operate  all  of  the  West  Virginia  properties, 
and  Kentucky-West  Virginia  Gas  Company,  which  would 
own  and  operate  the  Kentucky  properties.  That  means  that 
Mr.  Coffman  has  visualized  the  continuance  of  two  com¬ 
panies  which  we  propose  to  eliminate,  namely,  Finlevville 
Oil  &  Gas  Company  and  Philadelphia  Oil  Company.  How¬ 
ever,  both  of  those  companies  are  in  relation  to  the  total  gas 
group  very  small  companies  and  I  am  of  the  opinion  that 
the  manner  in  which  they  are  treated,  either  as  he  has  dealt 
with  them  or  as  we  are  visualizing  them,  could  [2636-37 
(sic)]  have  but  a  very  insignificant  effect  on  any  estimate 
that  would  be  made  as  to  the  effect  of  segregation  on  the 
operating  costs  of  the  gas  group. 

Q.  Mr.  Coffman’s  study  apparently,  then,  was  made 
without  full  consideration  of  the  answer  as  filed  by  Phila¬ 
delphia  Company  herein?  A.  No,  that  is  not  so,  Mr. 
Guttmann :  In  the  discussions  which  we  had  with  Mr.  Coff¬ 
man  and  his  group  at  the  outset  of  their  engagement  it 
was  definitely  agreed  that  they  should  not  attempt  to  re¬ 
flect  in  their  studies  corporate  rearrangements  which  are 
contemplated  for  the  future  but  which  may  not  materialize, 
or  at  least  may  not  materialize  for  some  time  to  come.  He, 
as  he  said,  took  the  situation  as  he  found  it.  On  the  other 
hand,  I  don’t  think  that  that  question  is  of  major  im¬ 
portance,  because  even  if  you  took  into  account  all  of  the 
corporate  rearrangements  that  we  visualize  in  our  11(e) 
plan,  including,  if  you  please,  the  Pittsburgh  Railways 
situation,  in  my  judgment  the  effect  that  it  would  have  on 
the  increased  costs  that  one  might  estimate  will  result  from 
segregation  would  just  be  insignificant,  because  in  the 
Duquesne  Light  group,  the  electric  group,  there  are  no 
substantial  differences  between  Mr.  Coffman’s  assumptions 
and  our  projected  program.  In  the  gas  group  you  have  the 
two  minor  companies  that  he  visualized  the  continuance  of 
which  we  visualize  disposing  of.  In  the  railway  groups, 
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where  [2638]  you  have  54  separate  companies,  only  two 
of  those  companies  are  operating  companies  and  the  elimi¬ 
nation  of  non-operating  companies  will  not  have,  in  my 
judgment,  in  relation  to  the  overall  picture,  any  substantial 
effect  on  the  question  of  increased  costs  resulting  from 
segregation. 

Q.  What  is  your  thought  in  connection  with  that  portion 
of  the  suggestion  contained  in  your  answer  that  relates  to 
a  possible  merger  of  Standard  Gas  and  Electric  and  Phila¬ 
delphia  Company?  A.  That  question  has  not  been  given 
precise  consideration  in  the  sense  of  an  attempt  having 
been  made  to  evolve  a  definite  program  for  either  the  mer¬ 
ger  of  the  two  companies  or  selling  of  the  properties  or  in¬ 
terests  of  one  to  the  other,  or  the  dissolution  of  one  or  the 
other,  because  it  was  felt  that  that  question  was  some¬ 
what  premature.  Then  again,  in  view  of  the  limited  ex¬ 
tent  of  the  organizations  of  those  two  companies,  Standard 
as  presently  constituted  and  Philadelphia  Company  as  it 
would  be  constituted  on  segregation,  namely,  as  a  pure 
holding  company  and  not  a  company  that  is  also  a  natural 
gas  company,  that  that  question  likewise  could  not  have,  by 
reason  of  its  treatment  being  handled  one  way  or  the  other, 
any  substantial  effect  in  relation  to  the  overall  picture  on 
the  question  of  increased  costs  resulting  from  segregation. 

I  might  say,  Mr.  Guttmann,  in  that  connection,  I  think, 
[2639]  as  the  testimony  of  Mr.  Coffman  and  Mr.  Hartt 
and  Mr.  Stone  disclose,  the  heart  of  the  problem  in  so  far 
as  the  effect  of  segregation  on  operating  costs  of  the  com¬ 
panies  in  the  Philadelphia  Company  group,  is  wrapped  up 
in  the  so-called  general  departments,  meaning  thereby  the 
accounting  department,  the  treasury  department,  et  cetera, 
and  since  those  departments  function  primarily  for  the 
main  operating  companies,  Equitable  Gas  Company,  Du- 
quesne  Light  Company  and  Pittsburgh  Railways  Company, 
the  heart  of  the  problem  revolves  upon  the  effect  of 
segregation  upon  those  departments  in  so  far  as  they 
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affect  the  operations  of  those  principal  operating  com¬ 
panies,  but  when  you  get  beyond  that  you  become  involved 
in  relatively  small  amounts  in  relation  to  the  overall 
picture. 

Q.  Now  how  do  you  visualize  the  role  that  the  Phila¬ 
delphia  Company  can  or  will  play  after  segregation  in  its 
capacity  of  a  holding  company  in  connection  with  financ¬ 
ing  the  needs  of  Duquesne  ?  A.  Are  you  referring  to  the 
situations  as  exist  today  or  upon  segregation? 

Q.  As  you  visualize  it  upon  segregation?  A.  I 
visualize  that  upon  segregation  in  the  manner  in  which  I 
have  referred  to  I  should  contemplate  that  Philadelphia 
Company  would  control  an  electric  group  consisting  of 
Duquesne  Light  Company,  Allegheny  County  Steam  Heat¬ 
ing  Company,  Cheswiek  &  Harmar  Railroad  Company,  and 
either  an  auto  [2640]  company,  such  as  Equitable  Auto 
Company,  or  Duquesne  Light  Company  with  an  automotive 
service  of  its  own  and  Equitable  Real  Estate  Company; 
that  there  would  be  a  very  definite  role  that  the  Philadel¬ 
phia  Company  would  have  to  perform.  I  know  from  direct 
personal  experience  with  those  companies,  particularly 
with  reference  to  Duquesne  Light  Company  and  Philadel¬ 
phia  Company,  that  the  problem  of  directing  the  operations 
of  a  company  such  as  Duquesne  Light  Company  and  a 
group  of  companies  such  as  the  electric  group  is  a  very 
substantial  job  and  responsibility.  It  is  a  most  unusual 
thing  for  any  man  who  has  the  group  of  men  who  have  the 
responsibility,  the  direct  responsibility,  for  the  operations 
of  a  company  like  the  Duquesne  Light  Company  or  the  elec¬ 
tric?  group  that  we  are  talking  about  to,  at  the  same  time, 
be  able  to  devote  a  sufficient  amount  of  time  to  matters  of 
financial  policy  to  an  extent  that  he  can  perform  both  of 
those  functions  with  maximum  efficiency.  I  think  that  has 
been  the  experience  of  most  companies. 

The  result  is,  therefore,  that  if  you  do  not  have  a  hold¬ 
ing  company  such  as  the  Philadelphia  Company,  the  operat- 
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ing  company  or  the  operating  group  must  augment  its 
executive  personnel  by  setting  out  an  individual  or  a  group 
that  can  give  time  primarily  to  matters  of  financial  policy 
and  have  a  separate  group  that  can  give  attention  primarily 
to  matters  of  operations  and  operating  policy.  I  think 
personally  that  [2641]  where  you  have  an  electric  group 
such  as  the  group  that  we  are  talking  of  here,  which  involves 
in  addition  to  the  Duquesne  Light  Company  the  Allegheny 
County  Steam  Heating  Company,  the  Cheswick  &  Harmar 
Railroad  Company,  and  the  Real  Estate  Company,  that  a 
much  cleaner-cut,  a  more  efficient  functional  setup  is 
achieved  if  there  is  a  holding  company  organization  in¬ 
volved  which  can  give  primary  attention  to  questions  of 
investment  policy  and  financial  policy  for  the  various  sub¬ 
sidiary  companies.  I  am  definitely  of  the  opinion  that  if 
upon  segregation  the  Philadelphia  Company  was  dissolved, 
that  the  Duquesne  Light  Company  would  have  to  make 
some  substantial  additions  to  its  executive  organization 
in  order  to  be  able  to  adequately  handle  the  financial  prob¬ 
lems  which  are  inherent  in  an  operation  of  that  magnitude. 

Q.  Do  you  visualize,  Mr.  Fleger,  that  in  segregation 
Philadelphia  Company  as  the  holding  company  will  be  in  a 
position  to  render  any  direct  financial  aid  to  Duquesne? 
A.  I  am  not  clear  whether  you  are  referring  to  financial 
aid  in  the  sense  of  giving  to  its  subsidiary  Duquesne  the 
benefit  of  Philadelphia  Company’s  services  and  experience 
and  knowledge  in  connection  with  financial  matters  or 
direct  financial  aid  in  the  sense  of  providing  it  with  addi¬ 
tional  capital  or  making  loans  to  Duquesne  Light  Company 
from  time  to  time. 

[2642]  Q.  I  am  referring  to  the  latter  only,  Mr.  Fleger. 
A.  That  is  a  rather  hard  question  to  answer  specifically. 
That  depends  upon  a  whole  host  of  conditions  which  may 
arise  in  the  future.  Generally  speaking,  though,  I  would 
say  that  I  would  not  visualize  any  substantial  amount  of 
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direct  financial  assistance  from  Philadelphia  Company  to 
Duquesne  Light  Company.  It  is  conceivable  that  it  might 
be  advantageous  for  Philadelphia  Company,  as  well  as 
possible  for  Philadelphia  Company,  to  give  direct  financial 
assistance  from  time  to  time  to  the  auxiliary  companies 
in;  the  electric  group  as  well  as  the  Equitable  Real  Estate 
Company  which  I  am  visualizing  on  segregation. 

The  Examiner:  We  will  take  a  recess  for  five  minutes. 

(Short  recess.) 

By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  you  were  talking  a  little  while  ago  about 
the  fact  that  you  visualized  that  in  segregation  absent  a 
holding  company  there  would  be  a  loss  of  financial  advice. 
Isn’t  it  a  fact  that  at  present  the  holding  company  itself 
has  to  call  in  a  financial  adviser?  A.  I  think  it  is  a 
very  well  established  practice  for  any  company  or  group 
of  companies  working  upon  a  financial  program  such  as 
Duquesne  Light  Company  is  contemplating,  involving  re¬ 
funding  of  its  bonds  and  preferred  stock  and  reorganiza¬ 
tion  of  the  gas  properties  in  the  Philadelphia  [2643]  Com¬ 
pany  group,  to  bring  in  a  financial  adviser,  and  that  has 
been  done  in  connection  with  the  Duquesne  Light  Com¬ 
pany  financing,  but  that  has  a  very  limited  purpose. 

In  connection  with  the  Duquesne  Light  Company  financ¬ 
ing,  for  example,  the  firm  of  Dillon,  Read  &  Company  were 
engaged.  Their  function  will  merely  be  to  review  the  pro¬ 
gram  as  outlined  by  us  and  the  more  important  documents 
such  as  the  principal  portions  of  the  registration  state¬ 
ment,  the  prospectus,  the  bidding  papers,  the  indenture, 
the  terms  of  the  bonds  and  preferred  stock,  in  order  that 
we  will  have  the  benefit  of  a  purchaser  point  of  view. 
Necessarily  no  company  or  holding  company  can  have  any 
great  amount  of  practical  experience  with  that  phase  of 
financing.  On  the  other  hand,  I  do  not  think  that  a  finan- 
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cial  adviser  such  as  Dillon,  Read  is  equipped  or  able  to 
as  effectively  devise  and  promulgate  a  program  of  financ¬ 
ing  for  a  company  like  Duquesne  Light  Company  or  the 
companies  in  the  gas  group  in  the  manner  in  which  we  are 
presently  doing  because  in  the  very  nature  of  things  they 
do  not  have  the  intimate  knowledge  of  the  companies  and 
the  properties  and  their  future  needs  that  we  have  and 
acquire  by  reason  of  our  day-to-day  contact  with  those 
companies  and  their  properties. 

Q.  How  long  has  Mr.  Lynch  been  in  the  employ  of 
Philadelphia  Company  as  financial  adviser?  A.  Mr. 
Lynch  has  been  employed  as  a  financial  adviser  [2644]  by 
the  Philadelphia  Company  for  approximately  the  last  five 
years  or  thereabouts.  Mr.  Lynch  was  engaged  in  that 
capacity  for  a  number  of  reasons,  and  I  think  very  good 
ones.  In  the  first  place,  Mr.  Lynch,  prior  to  his  engage¬ 
ment  in  that  capacity,  had  many,  many  years  of  experience 
with  the  companies  in  the  Standard  Gas  group,  including 
the  Philadelphia  Company  group,  which  group  Standard 
Gas  and  Electric  Company  obtained  control  of  in  1925. 
Mr.  Lynch’s  experience  over  the  years  with  respect  to  those 
companies  related  primarily  to  the  accounting  and  financial 
aspects  of  their  businesses.  In  addition  to  that,  whereas 
H.  M.  Byllesby  &  Company  was  a  part  of  the  Standard 
Gas  and  Electric  Company  system  and  the  knowledge  and 
experience  of  that  company’s  operation  with  respect  to 
financial  matters  were  in  prior  years  available  to  Standard 
Gas  and  Electric  Company  and  its  subsidiaries,  in  recent 
years  that  has  not  been  the  case;  and  the  employment  of 
Mr.  Lynch  therefore  has  obtained  for  the  Philadelphia  Com¬ 
pany  a  continuance  in  a  measure  of  the  knowledge  and 
experience  that  had  heretofore  been  available  through  the 
H.  M.  Byllesby  Company. 

Q.  Isn’t  it  a  fact  that  the  Public  Utility  Engineering 
Service  Company  took  over  the  functions  formerly  per¬ 
formed  by  Byllesby  &  Company?  A.  That  is  true  to  a 
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very  substantial  extent,  and  I  should  have  mentioned  that, 
Mr.  Guttmann.  That  has  been  [2645]  demonstrated  by  the 
fact  that  in  recent  years  and  in  any  major  financing  that 
vre  have  done  that  we  have  had  work  with  us  one  or  more 
of  the  members  of  that  company’s  organization,  but  there 
again,  there  is  a  distinction  to  bear  in  mind.  H.  M.  Byllesby 
&  Company  was  engaged  in  the  securities  business  as  such 
and  therefore  had  knowledge  and  experience  which  in  the 
very  nature  of  things  can  not  be  possessed  by  the  Public 
Utility  Engineering  and  Service  Corporation.  Mr.  Lynch’s 
experience  was  quite  broad  in  connection  with  his  responsi¬ 
bilities  in  Standard  Gas  and  Electric  Company,  including 
his  responsibilities  for  a  period  of  years  as  president  of 
that  company. 

Q.  At  the  present  time  he  is  receiving  a  retirement 
annuity  from  Standard,  is  he  not?  A.  I  believe  that 
is  so,  but  I  have  never  had  any  occasion  to  inquire  into 
that  and  I  have  no  direct  knowledge  about  it. 

Q.  Did  I  understand  your  testimony  correctly  a  few 
minutes  ago  to  the  effect  that  Dillon,  Read  &  Company  has 
been  retained  as  financial  adviser  in  connection  with  Du- 
quesne  refinancing?  A.  It  has,  yes.  On  the  basis,  not  of 
working  with  us  in  the  preparation  of  the  required  data 
and  documents  but  for  the  purpose  solely  of  reviewing  the 
more  important  documents  that  I  have  already  enumerated 
and  we  have  engaged  [2646]  them  on  the  theory  that  in 
order  to  assure  ourselves  of  obtaining  the  lowest  possible 
cost  of  money  that  we  should  be  certain  that  the  financing 
is  set  up  on  the  basis  that  would  have  the  greatest  buyer 
appeal  and  we  think  that  the  only  kind  of  an  organization 
that  can  express  a  conclusive  opinion  on  a  question  of  that 
kind  is  someone  that  has  actually  had  experience  in  the  in¬ 
vestment  banking  and  underwriting  business. 

Q.  Do  you  know  whether  or  not  Dillon,  Read  &  Com¬ 
pany  are  members  of  any  syndicate  that  have  formed  a 
standby  on  the  Duquesne  refinancing?  A.  When  I  can- 
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vassed  the  situation  for  the  purpose  of  ascertaining  what 
firms  we  might  consider  for  the  position  of  financial  ad¬ 
viser,  I  limited  my  inquiries  to  the  firms  that  were  not  in¬ 
volved  in  either  of  the  groups. 

[2647]  In  fact,  we  did  consider  one  firm  in  our  original 
thinking,  but  found  that  they  were  a  member  of  one  of  the 
groups  and  did  not,  therefore,  have  any  discussion  with 
them. 

It  is  our  distinct  understanding — and  if  it  had  not  been 
so,  we  would  not  have  engaged  Dillon  Read — that  they  are 
not  a  member  of  any  group  that  is  contemplating  bidding  on 
any  securities  that  Duquesne  Light  Company  proposes  to 
issue. 

Q.  Reverting  for  a  moment,  Mr.  Fleger,  to  previous 
series  of  questions  of  mine  in  connection  with  the  part 
that  Philadelphia  Company  will  play  in  directly  financing 
Duquesne  or  the  other  companies  in  the  Light  Company 
group  in  segregation,  you  do  not  visualize,  do  you,  in  1949, 
for  example,  Philadelphia  Company  would  he  in  a  position 
to  advance  $9,800,000  perchance  for  the  purchase  of  com¬ 
mon  stock  of  Duquesne  and  thus  obviate  the  necessity  of 
paying  interest  on  bank  loans  in  that  amount?  A.  I  have 
never  considered  that  possibility  because,  as  I  have  stated, 
the  capital  ratios  of  Duquesne  Light  Company  are  such 
that  I  don’t  think  that  the  issuance  of  additional  common 
stock  by  Duquesne  Light  Company  under  any  circumstances 
is  indicated, — never  even  thought  about  it. 

Q.  Nor  do  you  visualize  that  a  loan  could  be  advanced  in 
1949  from  Philadelphia  Company  in  lieu  of  the  bank  [2648] 
loan  that  is  suggested?  A.  I  do  not. 

Q.  Is  it  the  amount  involved  that  leads  you  to  that 
answer?  A.  I  would  say  in  a  measure,  yes. 

Q.  Do  you  visualize  that  Philadelphia  Company  in  1949 
will  be  in  a  position  to  advance  any  sizeable  sum  to 
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Duquesne  in  aid  of  financing?  A.  It  all  depends  on  what 
you  mean  by  “sizeable  sum”,  Mr.  Guttmann. 

Q.  To  what  extent  do  you  visualize  that  it  might  be 
possible?  A.  Well,  there  again,  looking  ahead  as  far 
as  1949,  and  particularly  visualizing  a  new  organizational 
set-up  different  from  that  which  now  exists,  namely, 
involving  segregation,  which  of  course  involves  the  ques¬ 
tion  of  the  basis  on  which  properties  like  the  gas  properties 
or  the  transportation  properties  would  be  disposed  of,  I 
would  hesitate  to  answer  that  question.  It  is  conceivable 
that  the  gas  properties  and  the  transportation  properties 
might  be  disposed  of  upon  terms  in  a  manner  that  would 
leave  more  than  a  nominal  amount  of  capital  in  the  hands 
of  the  Philadelphia  Company  that  would  be  available  for 
purposes,  such  as  you  have  indicated.  It  is  a  little  bit  too 
speculative  to  answer  more  definitely  than  that. 

[2649]  Q.  I  note  from  the  asterisk  that  appears  on  the 
cash  flow  statement — I  am  referring  again  to  the  earlier 
of  the  cash  flow  statements  that  were  prepared — that  it 
is  assumed  that  the  $1,698,000  par  value  Monongahela  Light 
&  Power  Company  bonds,  maturing  June  1,  1949,  to  be 
refunded  at  5  per  cent,  by  the  same  token,  does  that  mean 
that  it  is  visualized  that  the  obligation  of  $S4,900  per 
annum  in  interest  will  be  the  obligation  of  Philadelphia 
Company  for  the  remainder  of  the  999  years  of  the  lease 
of  Duquesne?  A.  For  the  purpose  of  this  statement, 
yes. 

Q.  Aside  from  purposes  of  this  statement,  would  your 
answer  be  the  same?  A.  Well,  I  repeat.  As  I  said,  Mr. 
Guttmann,  we  have  not  attempted  to  determine  as  of  this 
time  precisely  what  position  we  will  take  with  reference  to 
tfie  obilgation  of  Duquesne  Light  Company  under  the  lease 
with  Monongahela  Light  &  Power  to  unite  in  refunding 
those  bonds. 

Q.  Reverting  now  for  a  moment  to  the  Dillon,  Read 
matter,  is  it  contemplated  that  Dillon  Read  will  receive  a 
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fee  as  financial  adviser?  A.  Naturally,  they  will  be  paid 
for  their  services,  and  I  assume  that  any  fee  that  they  are 
paid  would  have  to  be  passed  upon  by  your  Commission. 
I  likewise  assume  that  they  so  understand. 

Q.  Is  it  also  your  understanding  that  even  though 
[2650]  Dillon  Read  is  not  a  member  of  any  present  syn¬ 
dicate  formed  for  the  purpose  of  standby,  that  they  will 
in  any  event  not  form  a  syndicate  in  connection  with  either 
the  bonds  or  preferred  stock  of  Duquesne?  A.  That  is 
definitely  the  basis  on  which  they  were  retained.  Under 
no  circumstances  would  we  have  considered  the  employ¬ 
ment  of  anyone  in  that  capacity  who  contemplated  having 
any  connection  whatsoever  with  any  of  the  groups  presently 
formed  or  that  might  prospectively  he  formed  to  bid  on 
the  bonds  or  preferred  stock  to  be  issued  by  Duquesne 
Light  Company  under  the  projected  financing. 

Q.  Referring  again  to  Mr.  Lynch,  in  the  course  of  Mr. 
Coffman’s  presentation  of  testimony  and  exhibits,  it  was 
disclosed,  I  believe,  that  Mr.  Lynch  is  on  a  retainer  basis 
of  $10,000  per  annum?  A.  That  is  correct. 

Q.  Does  that  represent  the  sum  total  of  compensation 
received  or  to  be  received  by  him  in  connection  with  his 
work  as  financial  adviser  or  otherwise?  A.  That  is  the 
sum  total.  He  was  engaged  upon  the  basis  that  that  was 
the  limit  of  his  compensation.  The  only  other  sums  of 
money  which  Mr.  Lynch  receives,  or  has  received  from  our 
companies,  is  in  the  nature  of  traveling  expenses  in  attend¬ 
ing  Board  meetings  or  in  coming  to  Pittsburgh  in  con¬ 
nection  with  the  performance  of  any  of  his  duties,  [2651] 
as  financial  adviser. 

Q.  When  you  say  “Received  from  our  companies,”  you 
mean  Philadelphia  Company  and  its  subsidiaries?  You 
are  not  including  therein  Standard;  is  that  right?  A. 
That  is  correct.  I  said  “our  companies”  because  Mr.  Lynch 
is  currently  a  member  of  the  Board  of  Directors  of  Du- 
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quesne  Light  Company,  and  therefore  that  Company  pays 
his  expenses  in  connection  with  attendance  of  meetings  of 
Duquesne  Light  Company  directors. 

Mr.  Guttmann:  I  think  it  might  be  well  at  this  time, 
if  your  Honor  please,  for  us  to  move  to  incorporate  in  this 
record  by  reference  the  U-5S  statement  for  the  year  1946 
of  Philadelphia  Company,  bearing  Docket  No.  30-146;  U-5S 
statement  for  1946  of  Standard  Gas  &  Electric  Company, 
bearing  Docket  Number  30-140;  and  U-5S  statement  for 
1946  of  Standard  Power  &  Light  Corporation,  bearing 
Docket  30-152. 

Mr.  Hackney:  There  is  no  objection  to  the  Philadelphia 
Company  form  but  what  is  the  purpose  of  the  statements  for 
Standard  Power  and  Standard  Gas  &  Electric? 

Mr.  Guttmann:  The  same  purposes  as  have  been  identi¬ 
fied  initially  in  the  record  in  connection  with  the  previous 
U-5S  statements  for  earlier  years,  in  connection  with  each 
of  these  companies. 

Mr.  Hackney:  I  object  to  the  introduction  of  the  Stan¬ 
dard  Gas  &  Electric  and  the  Standard  Power  &  Light  [2652] 
statements  just  offered  by  Mr.  Guttmann  as  not  being 
material  to  any  issues  joined  as  respects  Philadelphia  Com¬ 
pany  and  its  subsidiaries. 

The  Examiner:  Do  you  have  any  objection,  Mr.  Hansen, 
to  Standard  Gas  &  Electric  U-5S  statement? 

Mr.  Hansen:  I  rather  doubt  that  there  is  anything  in 
the  Standard  TJ-5S  that  is  relevant  in  this  proceeding.  As 
far  as  Standard  Power  &  Light  U-5S  is  concerned,  I  have 
no  knowledge  as  to  what  it  contains.  For  that  reason  I 
should  like  to  object  specifically  to  Standard  Power  &  Light 
TT-5-S. 

Mr.  Guttmann:  I  would  point  out,  if  your  Honor  please, 
that  these  documents  bring  down  to  date  the  data  which  has 
previously  been  received  without  objection. 
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The  Examiner:  Have  there  been  other  U-5S  statements 
of  Standard  Gas  ? 

Mr.  Guttmann:  Indeed  there  have. 

The  Examiner:  All  right.  I  will  overrule  the  objection 
and  they  will  come  in. 

Mr.  Hackney:  May  we  note  an  exception? 

The  Examiner:  You  may  have  an  exception. 

Mr.  Hackney:  My  attention  has  been  called  to  the  fact 
in  the  former  offers  only  certain  items  of  those  several 
U-5S  reports  were  offered  in  evidence. 

The  Examiner:  I  think  that  is  quite  correct. 

[2653]  Mr.  Guttmann:  Our  offer  is  restricted,  of 
course,  to  the  same  items. 

The  Examiner:  You  mean  as  to  the  same  items  that 
were  heretofore  incorporated  by  reference? 

Mr.  Guttmann:  That  is  right.  I  should  have  so  stated. 

Mr.  Hackney:  Can  you  tell  me  the  nature  of  the  items? 

Mr.  Guttmann:  Precisely  the  same  as  outlined  in  the 
transcript  in  connection  with  the  previous  offers. 

Mr.  Hackney:  May  we  reserve  that  until  the  beginning  of 
the  next  session? 

The  Examiner:  If  they  are  the  same  items  that  I  once 
passed  on,  they  will  come  in  by  reference.  I  will  be  con¬ 
sistent. 

Mr.  Hackney:  If  they  are  the  same  items,  there  will 
probably  be  no  objection,  but  I  want  to  be  sure. 

[Adjournment  to  June  30,  1947,  followed  by  a  ruling 
by  the  Examiner  granting  the  motion  of  counsel  for  Phila¬ 
delphia  Company  to  strike  from  the  record  a  prior  letter 
from  Leroy  F.  Christman,  President  of  the  Pennsylvania 
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Society  of  Professional  Engineers,  and  sustaining  the  ob¬ 
jection  of  said  counsel  to  the  reading  into  the  record  by 
counsel  for  the  Commission  of  another  letter  from  Leroy 
F.  Christman,  relative  to  the  witness  Coffman.] 

[2659]  Mr.  Hackney:  When  we  adjourned  the  last  time 
there  was  a  motion  to  incorporate  by  reference  certain 
items  from  the  U-5-S  statement  of  Philadelphia  Company. 
Will  the  Commission  staff  please  designate  the  particular 
items  to  which  that  motion  is  directed?  I  may  say  that 
the  ruling  on  the  objection  was  deferred  until  today. 

The  Examiner:  As  I  recall  the  ruling,  the  ruling  was 
similar  to  the  ruling  in  previous  U-5-S  statements  and  re¬ 
ferred  to  certain  named  items. 

Mr.  Guttmann:  That  is  right,  Your  Honor.  The  offer 
was  limited  and  restricted  to  the  same  specified  items  that 
had  previously  been  discussed  at  length  in  the  transcript  in 
con-  [2660]  nection  with  the  U-5-S  statements  for  previous 
years. 

The  Examiner:  And  you  are  not  asking  for  any  addi¬ 
tional  items? 

Mr.  Guttmann:  That  is  right,  sir. 

Mr.  Hackney:  That,  as  I  understand  it,  refers  to  Items 
1,  2,  3,  4  and  5  of  16-A  to  16-E  and  Exhibits  D  and  F  of  the 
U-5-S  statement  of  Philadelphia  Company  for  the  year  1946. 

Mr.  Guttman:  That  is  right,  sir. 

Mr.  Hackney:  I  object  to  that  on  the  ground  that  it  has 
no  bearing  or  relevancy  upon  the  issues  joined  in  this  case. 

The  Examiner:  I  will  overrule  the  objection  and  the 
items  just  referred  to  will  now  be  included  in  this  record 
by  reference. 

Mr.  Hackney:  Now,  the  offer  was  also  made  of  the  same 
items  in  the  Standard  Gas  and  Electric  U-5-S  and  the  Stan- 
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dard  Power  and  Light  U-5-S  and  so  far  as  the  Philadelphia 
Company  and  the  other  companies  in  that  group  which  we 
represent  I  object  to  the  offer  as  having  no  relevancy  upon 
any  issues  joined  so  far  as  Philadelphia  Company  is  con¬ 
cerned. 

The  Examiner:  The  same  ruling  will  be  made. 

Mr.  Hackney:  With  an  exception  in  each  instance? 

The  Examiner:  An  exception  is  noted. 

Mr.  Hackney:  In  each  instance? 

[2661]  The  Examiner:  In  each  instance. 


Whereupon : 

Paul  B.  Coffman  having  been  previously  sworn,  was  re¬ 
called  as  a  witness  and  testified  further  as  follows: 

Mr.  Hackney:  Mr.  Coffman,  when  you  left  the  witness 
stand  the  last  time,  Mr.  Guttmann  of  the  Commission  staff 
indicated  that  he  had  not  finished  your  cross-examination. 

The  witness  is  now  produced  so  that  you  may  resume 
your  cross-examination,  Mr.  Guttmann. 

Mr.  Guttmann:  Thank  you. 

Cross-examination: 

By  Mr.  Guttmann: 

Q.  Mr.  Coffman,  do  you  have  Exhibit  70  before  you? 
A.  Yes,  I  do. 

Q.  That  exhibit  actually  represents  a  summary,  does 
it  not,  of  your  previous  exhibits  setting  forth  by  depart¬ 
ment  in  summarized  form  your  total  costs  on  present  basis, 
your  total  costs  on  segregated  basis,  and  then  reflecting 
the  increase  or  decrease  in  costs,  and  that  is  both  by  de- 
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partment  and  by  group,  is  it  not?  A.  Yes,  sir,  that  is 
correct. 

Q.  And  the  transcript  at  Page  1419  indicates  you  made 
a  statement  to  the  effect  that  you  were  retained  to  make  a 
study  showing  loss  of  economies  in  your  own  manner  and 
follow-  [2662]  ing  your  own  methods;  isn’t  that  right,  sir? 
A.  I  believe  that  is  substantially  correct. 

Q.  And  you  then  set  forth,  did  you  not,  and  elected  to 
make  your  study  in  the  manner  and  form  shown  in  these 
exhibits?  A.  Yes,  sir. 

Q.  In  that  connection,  you  made  your  study  throughout 
by  groups,  that  is,  by  electric  groups,  gas  groups,  transpor¬ 
tation,  and  auxiliary  group;  isn’t  that  right?  A.  That 
is  correct. 

Q.  Was  this  idea  of  group  study  your  own  idea  or  was 
it  suggested  to  you  by  Mr.  Fleger  or  someone  else  on  be¬ 
half  of  the  companies?  A.  Well,  I  think  it  was  a  combi¬ 
nation  of  both,  as  a  matter  of  fact. 

Q.  Before  you  set  out  to  make  your  studies  in  this  man¬ 
ner,  did  you  have  occasion  to  consult  Section  11  of  the 
Public  Utility  Holding  Company  Act  of  1935?  A.  Yes, 
I  read  that. 

Q.  Will  you  tell  us,  taking  Section  11  before  you,  if  you 
will,  Mr.  Coffman,  where  in  that  section  you  find  any  au¬ 
thority  for  making  a  study  of  loss  of  economies  on  a  group 
basis,  including  in  the  group  both  utility  and  non-utility 
properties  as  you  have? 

Mr.  Hackney:  I  think  I  should  note  the  objection  that 
the  question  calls  for  a  legal  conclusion.  The  witness  is  not 
a  [2663]  lawyer. 

The  Examiner:  I  will  overrule  the  objection. 

Mr.  Hackney:  With  an  exception. 
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The  Witness:  For  the  most  part,  I  think  that  it  relates 
to  Section  11(b)(1)  and  those  subdivisions  A,  B,  and  C. 

By  Mr.  Guttmann: 

Q.  Yon  know,  do  yon  not,  that  B  is  not  involved  in  these 
proceedings?  A.  Well,  it  applies  with  particular  refer¬ 
ence  to  A. 

Q.  And  so  far  as  A  is  concerned,  will  you  tell  us  how 
you  spelled  out  the  language  of  that  subsection  as  author¬ 
ity  for  your  projection  of  loss  of  economies  on  a  group 
basis  including  in  the  group  both  utility  and  non-utility 
properties? 

Mr.  Hackney:  I  object  to  the  question  for  the  reasons 
already  stated.  I  object  to  this  line  of  cross-examination, 
the  witness  not  being  a  lawyer  and  not  being  acquainted 
with  the  interpretations  given  to  Section  11(b).  I  think  the 
examination  is  wholly  and  entirely  improper.  If  the  exami¬ 
nation  is  continued,  then  I  think  counsel  ought  to  direct 
the  witness’s  attention  to  specific  subsections  and  parts  of 
that  Section  11(b).  Furthermore,  any  testimony  that  this 
witness  might  give  as  to  his  conclusions  from  it  is  purely 
a  question  of  law.  In  other  words,  at  a  later  time  if  the 
Commission  or  the  courts  should  determine  that  the  wit¬ 
ness  used  the  wrong  approach  to  satisfy  the  requirements 
of  11(b)  (1)  [2664]  A,  that  is  purely  a  matter  of  argument 
to  come  before  the  Commission  and  the  courts  in  due  course. 

The  Examiner:  I  will  overrule  the  objection.  You  may 
have  an  exception. 

Mr.  Hackney:  May  it  be  understood  that  any  further 
line  of  cross-examination  along  the  same  general  tenor  is 
subject  to  the  same  objection  and  the  same  ruling  with  an 
exception. 

The  Examiner:  Very  well. 

The  Witness:  May  I  have  the  question  again? 

(Question  read.) 
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The  Witness:  Well,  as  I  stated  earlier,  the  approach 
■which  was  mv  o-wn  was  based  upon  discussions  with  Mr. 
Fleger  and  at  the  time  of  the  assignment  this  matter  was 
discussed  and  the  matter  of  group  approach  was  likewise 
discussed. 

[2665]  By  Mr.  Guttmann: 

Q.  That  was  suggested  initially,  was  it  not,  by  Mr. 
Fleger?  A.  If  I  recall  it  I  think  that  is  the  case. 

Q.  And  did  you  make  any  independent  study  to  ascertain 
whether  or  not  such  an  approach  was  in  conformity  with 
the  statute?  A.  Xo,  I  did  not  make  any  separate  study. 

Q.  Now,  can  you  tell  us,  Mr.  Coffman,  looking  at  Ex¬ 
hibit  70,  taking  the  electric  group,  if  you  will,  in  the  ac¬ 
counting  department  for  example,  how  much  of  the  present 
basis  of  total  costs  of  $1,601,590  is  attributable  to  the  utility 
property,  to-wit,  Duquesne  Light  Company  in  that  group? 
A.  Xo  sir,  I  couldn’t  tell  you  that  at  this  time. 

Mr.  Hackney:  Does  the  staff  desire  that  information 
produced?  If  so,  we  will  be  glad  to  do  it.  It  will  take  some 
study,  but  it  can  be  done,  and  we  will  be  glad  to  do  it. 

By  Mr.  Guttmann: 

Q.  Let  me  ask  you  this,  Mr.  Coffman:  Is  that  infor¬ 
mation  anywhere  developed  in  your  studies  in  the  form 
of  the  exhibits  introduced  here?  A.  Xot  as  such.  It 
would  take  a  considerable  amount  of  work  to  get  the  details. 

Q.  And  would  your  answer  be  the  same  if  I  directed  the 
[2666]  same  question  to  you  as  it  affects  the  total  costs 
on  a  segregated  basis  ?  A.  The  same  would  be  true. 

Q.  And  that  would  be  true  not  only  in  the  accounting 
department  but  in  every  other  department  set  forth  in 
Exhibit  70,  isn’t  that  right?  A.  That  is  correct. 


Testimony — Paul  B.  Coffman — Cross.  1719a 

Mr.  Hackney:  I  now  renew  my  question  to  the  staff,  and 
that  applies  to  all  the  departments  and  all  companies. 

Mr.  Guttmann:  I  think  the  record  will  show  that  the 
staff  has  directed  a  series  of  questions  to  the  witness  and 
has  not  made  any  specific  request.  If  the  company  feels 
that  the  information  is  an  integral  part  of  its  case  it  is 
free,  of  course,  to  introduce  it,  but  we  are  not  requesting  it. 

Mr.  Hackney:  You  did  not  request  us  to  do  it? 

Mr.  Guttmann:  That  is  right.  The  burden  of  proof 
under  Section  11(b)(1)  in  this  regard  is  upon  the  re¬ 
spondents. 

Mr.  Hackney:  My  question  still  remains:  You  do  not 
request  us  to  do  it  ? 

Mr.  Guttmann:  I  have  answered  that  three  times  and 
for  the  fourth  time  I  say  I  did  not  make  such  a  request. 

Mr.  Hackney:  I  call  the  Examiner’s  attention  that  this 
is  the  first  time  this  question  of  Duquesne  Light  as  dis¬ 
tinguished  from  the  light  group  has  been  raised  in  the 
cross-examination  in  this  case. 

[2667]  By  Mr.  Guttmann: 

Q.  Now,  Mr.  Coffman,  similarly  as  to  the  gas  group,  if 
I  asked  you  in  any  of  the  departments  set  forth  in  Exhibit 
70  to  state  on  a  segregated  basis  the  present  or  segregated 
total  costs  affecting  Equitable  Gas  Company,  your  answer 
would  he  similar  to  that  that  you  gave  in  connection  with 
Duquesne  in  the  electric  group,  isn’t  that  right?  A.  Yes 
sir,  that  it  would  take  a  considerable  amount  of  time  to 
produce  the  detail. 

Mr.  Hackney:  And  I  now  make  the  same  offer  as  to  each 
company  in  the  gas  group,  and  do  you  desire  the  infor¬ 
mation? 

Mr.  Guttmann:  The  same  answer  that  was  given  on  the 
electric  group,  yes  sir. 
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By  Mr.  Guttmann: 

Q.  Now,  Mr.  Coffman,  in  so  far  as  the  non-utility  pro¬ 
perties  are  concerned,  did  yon  assume  for  the  purposes 
of  your  study  that  those  properties  are  reasonably  incidental 
to  the  operation  of  one  or  more  integrated  public  utility 
systems? 

Mr.  Hackney:  I  object  to  that  question  as  not  coming 
within  the  statutory  requirements.  If  counsel  will  read 
the  statutory  provision,  then  I  think  that  would  be  a  proper 
question,  but  as  it  is  it  is  only  a  half  statement  of  the 
statutory  requirements. 

The  Examiner:  I  will  overrule  the  objection. 

Mr.  Hackney:  With  an  exception? 

[2668]  The  Examiner:  You  may  have  an  exception. 

A.  Well,  the  way  the  question  is  phrased,  Mr.  Gutt¬ 
mann,  I  am  not  sure  that  I  understand  what  you  mean.  I 
would  say  that  I  did. 

By  Mr.  Guttmann: 

Q.  Will  you  tell  us,  then,  Mr.  Coffman  the  basis  of  that 
assumption?  A.  Well,  again,  I  think  that  was  a  part  of 
discussions  of  the  problem  at  the  time  that  the  assignment 
was  given  to  me. 

Q.  Well,  did  you  have  any  independent  judgment  at  any 
time  as  to  the  basis  upon  which  you  would  assume,  for 
example,  that  railways  were  reasonably  incidental  to  either 
gas  or  electric  as  an  integrated  system  in  this  particular 
case?  A.  Well,  in  my  approach  I  considered  the  trans¬ 
portation  facilities  as  one  group  and  treated  them  as  such 
throughout. 

Q.  So  that  you  are  not  assuming  at  all,  for  the  purpose 
of  your  studies  or  testimony,  that  transportation  is  either 
economically  necessary  or  reasonably  incidental  to  electric 
or  gas,  is  that  right? 
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Mr.  Hackney:  That  question  is  objected  to  because  this 
witness  obviously  is  not  qualified  to  express  any  legal  con¬ 
clusions  as  to  wbat  is  reasonably  necessary  or  incidental 
to  the  operation  of  any  integrated  public  utility  business 
within  the  meaning  of  the  Act.  He  has  testified  that  he  has 
had  conferences  with  Mr.  Fleger  and  that  he  made  certain 
[2669]  assumptions.  Now  that,  so  far  as  this  witness  is 
concerned,  is  sufficient.  There  is  other  testimony  which 
these  respondents  have  produced  bearing  directly  upon  that 
question  and  any  questions  like  this  as  to  whether  or  not 
we  meet  the  test  of  the  Act  should  be  directed  to  those  wit¬ 
nesses  and  not  to  this  witness. 

The  Examiner:  I  will  overrule  your  objection. 

Mr.  Hackney:  With  an  exception  again,  please. 

The  Examiner:  Yes,  you  may  have  an  exception. 

A.  Well,  I  think  I  have  answered  the  question  by  stating 
that  in  the  discussion  of  the  assignment  and  in  preparing 
my  various  exhibits  I  treated  the  transportation  facilities 
as  one  group. 

By  Mr.  Guttmann: 

Q.  Is  it  possible  from  your  exhibits  as  they  are  pre¬ 
sented  here,  or  from  your  work  papers  underlying  the  ex¬ 
hibits,  to  state  what  portion  of  the  total  costs  on  present 
and  segregated  bases,  as  reflected  in  Exhibit  70,  are  at¬ 
tributable  to  general  and  administrative  expenses,  what  por¬ 
tion  attributable  to  customer  accounting  and  collection,  and 
what  portion  attributable  to  sales  promotion?  A.  No, 
not  as  such. 

Mr.  Hackney:  I  make  my  same  offer  to  the  Commis¬ 
sion  staff.  Do  you  desire  the  information? 

Mr.  Guttmann:  I  take  the  same  position  that  I  did  with 
[2670]  reference  to  the  previous  matters,  Mr.  Hackney. 
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By  Mr.  Guttmann: 

Q.  Mr.  Coffman,  is  it  or  is  it  not  a  fact  at  the  present 
time  that  there  is  separate  billing  and  accounting  for  each 
the  electric  and  gas  companies  in  Philadelphia  Company 
system?  A.  Yes,  as  I  recall  that  is  the  case. 

Q.  Mr.  Coffman,  do  you  have  any  general  idea  at  present 
of  the  amount  of  time  devoted  hy  the  accounting  depart¬ 
ment  to  allocations  as  between  the  various  companies  in 
the  Philadelphia  Company  system?  A.  I  wonder  if  you 
can  make  that  a  little  more  definitive.  Allocations — just 
what  specifically  do  you  refer  to? 

Q.  Allocations  of  the  costs  of  the  joint  general  depart¬ 
ments  is  what  I  am  interested  in.  How  much  of  the  time  of 
the  accounting  department  is  devoted  generally  to  work  on 
such  allocations?  A.  No,  I  don’t  believe  I  can  answer 
that  at  this  time. 

Q.  Now,  in  connection  with  your  exhibits  you  brought 
out  in  the  course  of  these  proceedings  that  many  of  the 
allocations  of  payroll  and  of  other  expenses  as  between  the 
various  companies  in  the  system  are  made  on  a  gross  rev¬ 
enue  basis.  Can  you  now  tell  us  whether  wherever  gross 
revenues  are  used  as  the  basis  those  gross  revenues  are  on 
a  corporate  basis  with  no  intercompany  eliminations? 
[2671]  A.  Well,  as  I  remember  it,  it  is  based  upon  gross 
revenue  with  the  intercompany  transactions  eliminated, 
but  I  would  like  to  qualify  my  statement  that  is  my  recol¬ 
lection  at  the  moment. 

Q.  Has  any  recent  time  study  been  made  to  your  know¬ 
ledge  in  any  of  the  joint  general  departments  to  determine 
the  appropriateness  or  reasonableness  of  the  allocation 
bases  that  are  presently  employed  in  the  light  of  such  time 
study?  A.  Well,  if  you  mean  by  that  technical  time 
studies  by  engineers  or  other  qualified  people,  I  at  the 
moment  don’t  know  of  any,  but  if  you  mean  to  include  in 
that  statement  the  studies  made  by  the  various  departmental 
heads,  I  think  that  is  being  done. 
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Q.  Is  being  done  at  the  present  time?  A.  I  think 
they  are  considering  not  time  studies,  but  they  are  consider¬ 
ing  the  time  that  is  involved,  yes,  in  making  up  their  appli¬ 
cations. 

Q.  Just  how  is  that  taken  into  consideration,  sir?  What 
type  of  study  is  being  made?  A.  Well,  it  is  merely  an 
exercise  of  judgment  on  the  part  of  the  departmental  head 
as  to  what  is  happening  in  the  department. 

Q.  So  that  it  is  not  a  specific  study?  A.  Well,  we  will 
say  it  is  not  a  scientific  time  study  in  the  sense  that  I  under¬ 
stand  time  studies. 

[2672]  Q.  The  department  head  in  effect  is  merely  re¬ 
viewing  the  allocations,  then,  in  the  light  of  his  general 
knowledge  of  the  work  of  his  department,  isn’t  that  it? 
A.  Well,  his  very  intimate  knowledge  of  what  his  de¬ 
partment  and  the  people  therein  are  doing. 

[2673]  Q.  Can  you  tell  us  approximately  when  and 
for  what  purpose  the  valuation  and  property  records  di¬ 
visions  of  the  accounting  departments  were  created?  A. 
I  don’t  believe  I  can  answer  that  at  the  moment. 

Q.  Will  you  turn  for  a  moment,  please,  to  Exhibit 
63-2  at  page  6-G-3.6A,  summary  of  payroll  distribution,  law 
department.  Do  you  have  that  page  before  you,  sir?  A. 
Yes,  I  do. 

Q.  Just  ahead  of  the  total  figure  at  the  bottom  of  the 
page  there  appears  a  figure  in  the  dollar  amount  of  $209. 
That  does  not  appear  to  be  specifically  earmarked  or  de¬ 
signated,  and  I  ask  you  now  for  the  record  to  state  what 
it  is  and  why  it  is  included  there?  A.  I  don’t  recall, 
but  my  impression  is  that  in  summarizing  the  payroll  dis¬ 
tribution  of  the  Law  Department  there  was  a  total  of  $4,183, 
of  which  the  $3,974  was  accounted  for  in  the  distributions 
shown  and  the  other  is  a  balancing  item.  But  that  is  my 
recollection  and  would  have  to  be  checked. 
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Q.  As  a  matter  of  fact,  doesn’t  that  $209  represent  Mr. 
Anderson’s  salary,  or  an  estimate  thereof!  A.  Well, 
that  may  be  the  item  hut,  as  I  say,  my  memory  is  not  clear 
on  it  at  the  moment. 

Q.  Mr.  Anderson’s  salary  is  not  allocated  between  the 
constituent  companies,  or  is  it?  A.  Well,  as  it  is  stated  in 
the  footnote,  it  is  distributed  on  a  monthly  time  basis.  The 
distribution  of  his  [2674]  salary  is  shown  on  page  6-G-l. 

Q.  That  shows  the  distribution  of  some  $226?  A. 
On  a  monthly  rate  basis. 

Q.  So  that  $209  on  6-G-3.6A  may  or  may  not  be  an  ap¬ 
proximation  of  that  salary  for  the  purpose  of  that  sheet; 
is  that  right?  A.  I  don’t  know  whether  that  is  the  case 
or  not. 

Q.  How  were  the  allocations  of  Anderson’s  salary  ar¬ 
rived  at  as  set  forth  on  6-G-l?  A.  Well,  it  was  based 
upon  the  actual  1946  experience. 

Q.  Will  you  turn  back  in  the  same  exhibit  to  sheet  3.G- 
1.5  and  can  you  tell  us  whether  or  not  the  Bond  Coupon 
Clerk  and  the  Bondholders’  Ledger  Clerk  designated  on 
that  sheet  devote  100  per  cent  of  their  time  to  the  work 
described  in  their  job  titles?  A.  Well,  I  don’t  know  as 
they  devote  100  per  cent  of  their  time  but  certainly  the 
large  proportion  of  it  is  so  spent. 

Q.  That  being  the  case,  is  it  not  a  fact  that  there  are 
no  bonds  outstanding  on  the  gas  properties?  A.  Yes, 
that  is  correct. 

Q.  What  then  would  be  the  decision  for  allocating  any 
portion  of  their  salaries  to  the  gas  group?  A.  Well, 
there  again,  the  authorizations  are  made  up  on  the  basis 
of  the  department  head  and  his  intimate  familiarity  with 
the  business,  and  so  on,  and  the  work  that  was  done, 
[2675]  the  percentages  shown  in  there  were  applied. 


Testimony — Paul  B.  Coffman — Re-direct.  1725a 

Q.  As  a  matter  of  fact,  those  percentages  are  on  a  gross 
revenue  basis,  aren’t  they?  A.  If  I  recall  correctly,  that 
is  the  case. 

Q.  That  basis  would  be  applied,  then,  so  far  as  the 
Bond  Coupon  Clerk  and  Bondholders’  Ledger  Clerk,  re¬ 
gardless  of  whether  or  not  they  have  any  bond  work  to  per¬ 
form  in  connection  with  the  gas  group?  A.  Yes,  that 
would  be  the  case. 

Mr.  Guttmann:  No  further  cross-examination. 

The  Examiner:  We  will  take  a  recess  for  five  minutes. 

(At  this  point  a  short  recess  was  taken,  after 
which  the  hearing  was  resumed.) 

[2676]  By  Mr.  Guttmann: 

Q.  Mr.  Coffman,  I  have  just  one  further  question  on 
cross-examination,  if  you  don’t  mind.  I  note  that  under 
your  theory  of  segregation  you  have  set  up  as  a  separate 
entity  in  segregation  Equitable  Heal  Estate  Company,  that 
you  told  us  you  visualized  will  be  held  by  Philadelphia 
Company  as  a  holding  company,  along  with  Duquesne.  I 
wonder  whether  you  would  briefly  tell  us  what  in  your 
judgment  represents  the  need  for  Equitable  Beal  Estate 
Company  as  a  separate  corporate  entity  in  segregation. 
A.  Well,  the  reason  that  Equitable  Beal  Estate  Company 
was  treated  as  a  separate  company  is  because  in  the  dis¬ 
cussions  with  Mr.  Fleger  as  to  the  assignment  and  in  work¬ 
ing  out  the  groups  I  understood  that  that  company  was  to 
be  treated  as  a  separate  company. 

Mr.  Guttmann:  No  further  questions.  Thank  you. 

Re-direct  examination: 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  in  your  testimony  on  previous  hear¬ 
ings,  you  stated  that  the  basis  for  your  payroll  figures  was 
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the  January,  1947  payroll.  Will  you  explain  why  you  used 
the  January,  1947  payroll  instead  of  the  payroll  for  the 
full  year  1946? 

The  Examiner:  I  think  he  has  already  done  that,  hasn’t 
he? 

[2677-2678  (sic.)]  Mr.  Hackney:  It  was  gone  into  on 
cross-examination  at  some  length  and  I  want  this  subject 
further  elaborated. 

The  Witness:  Well,  as  I  stated  many  times,  I  used  the 
January  payroll  for  three  principal  reasons:  One,  because 
it  was  the  latest  complete  month  available  to  me  at  the 
time  that  our  work  was  commenced  and,  two,  because  I 
wanted  to  base  my  study  on  conditions  as  I  found  them  at 
the  time  that  I  made  my  investigation  and,  three,  the  1946 
figures  were  not  complete  in  the  accounting  department  at 
the  time  I  commenced  my  work.  As  I  previously  explained, 
we  went  through  the  actual  payrolls  of  the  Philadelphia 
Company  and  subsidiaries  respecting  the  general  officers, 
junior  officers,  and  other  employees  in  the  general  depart¬ 
ments  and  in  the  Equitable  Auto  Company  in  January, 
1947.  We  extracted  from  those  payroll  records  the  name 
of  each  employee,  his  position  and  his  monthly  rate  of  pay, 
which  was  in  force  during  the  month.  Since  the  length  of 
time  available  to  me  for  the  purpose  of  this  study  was  lim¬ 
ited,  it  was  obvious  that  the  amount  of  work  involved  in 
analyzing  one  month’s  payroll  would  be  much  less  than  the 
length  of  time  that  would  have  been  necessary  if  we  had 
analyzed  the  payrolls  for  the  twelve  months  of  1946  in  the 
same  thorough  manner,  even  assuming  that  the  1946  figures 
were  then  available.  Furthermore,  it  did  not  seem  neces¬ 
sary  to  me  that  such  an  exhaustive  analysis  of  the  payroll 
records  be  made  because  the  departments  which  I  studied 
and  which  are  involved  in  this  problem  of  [2679]  segrega¬ 
tion  are  departments  which  change  very  little  in  number  of 
personnel  from  month  to  month,  so  far  as  the  permanent 
staff  is  concerned.  For  this  reason,  it  seemed  to  me  that 
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by  analyzing  the  situation  as  it  actually  existed  in  J anuary, 
1947  payrolls  with  respect  to  the  number  of  personnel  and 
the  payroll  requirements,  I  would  get  as  complete  and  ac¬ 
curate  an  appraisal  of  the  situation  as  it  existed  in  the 
general  departments  and  in  Equitable  Auto  Company  as 
would  be  necessary  to  the  sound  treatment  of  the  problem 
on  segregation. 

Q.  Have  you  made  any  comparison  of  the  results  which 
you  obtained  based  upon  January,  1947  payroll  figures  with 
the  actual  1946  experience  of  the  company  to  determine 
whether  the  use  of  the  1946  payroll  figures  as  a  basis  for 
your  study  would  have  produced  a  different  estimate  of 
the  1947  payroll!  A.  Yes,  I  have. 

Q.  Will  you  explain  just  what  comparison  you  have 
made?  A.  Well,  I  took  the  actual  1946  payrolls  for  all 
the  general  departments,  including  the  general  officers  and 
junior  officers  thereof  and  of  Equitable  Auto  Company  and 
adjusted  those  figures  by  eliminating  items  which,  although 
included  in  payroll,  did  not  represent  payment  for  services 
rendered.  I  eliminated  payments  made  during  1946  which 
did  not  in  fact  apply  to  that  calendar  year.  I  eliminated 
the  effect  of  the  strike  which  occurred  in  September  and 
October.  I  considered  the  fact  that  the  average  number  of 
employees  in  each  of  the  [2679-A]  general  departments 
during  1946  was  not  exactly  the  same  as  the  number  of 
employees  which  I  had  established  for  each  department  by 
my  analysis  of  January,  1947  payrolls  and  finally  I  gave 
effect  to  the  retroactive  increase  in  pay  which  became  ef¬ 
fective  as  of  January  1, 1947.  In  other  words,  I  eliminated 
everything  which  was  abnormal  as  to  1946  and  added  in 
that  which  was  normal  for  1947. 

Q.  Will  you  tell  us  what  the  final  adjusted  payroll  figure 
was  which  you  arrived  at  by  the  process  which  you  have 
just  outlined?  A.  The  total  payroll  for  the  general  de¬ 
partments  and  Equitable  Auto  Company  which  I  produced 
by  the  method  I  have  just  outlined  was  $5,235,178. 
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Q.  How  does  that  figure  compare  with  the  1947  esti¬ 
mated  annual  payroll  shown  in  Philadelphia  Exhibit  63-1? 
AJ  The  figures  shown  in  Exhibit  P-63-1,  which  is  based  on 
my  analysis  of  January,  1947  payroll,  was  $5,340,548,  which 
figures  $5,370,  or  one-tenth  of  one  per  cent  greater  than 
the  figure  which  I  produced  hv  adjusting  the  actual  1946 
payroll  to  1947  conditions. 

The  Examiner:  What  was  your  derived  figure  for  the 
year  1946? 

The  Witness:  That  figure  was  $5,235,178. 

By  Mr.  Hackney: 

Q.  What  is  your  conclusion  from  this  comparison? 
[2680]  A.  My  conclusion  is  that  if  I  had  worked  on  the 
basis  of  the  actual  1946  payrolls,  I  would  have  done  a  great 
deal  more  work  and  would  ultimately  have  arrived  at  ap¬ 
proximately  the  same  figure  as  that  which  appears  in 
Philadelphia  Company’s  Exhibit  P-63-1. 

The  Examiner:  Can  you  give  us  the  actual  figure  for 
the  year  1946  without  any  adjustments? 

Mr.  Hackney:  That  is  the  next  question. 

By  Mr.  Hackney: 

Q.  Will  you  state  the  amounts  involved  in  the  various 
adjustments  which  you  apply  to  the  1946  payrolls  and  the 
source  from  which  they  were  obtained?  A.  The  start¬ 
ing  point  was  the  actual  straight-time  payroll  plus  over¬ 
time  which  was  paid  to  employees  in  the  general  depart¬ 
ments  and  of  Equitable  Auto  Company  during  the  year 
1946,  as  reported  in  the  actual  payrolls,  but  excluding  spe¬ 
cial  strike  bonuses.  The  total  of  this  actual  straight-time 
plus  overtime  payroll  was  $4,669,668.  The  payroll  records 
prepared  in  connection  with  the  payment  of  the  retroactive 
salary  and  wage  adjustment  which  was  disbursed  in  April, 
1946,  and  which  was  applicable  back  to  November  16,  1945, 
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showed  that  $74,226  did  not  apply  to  the  year  1946,  and  I 
therefore  eliminated  that  amount.  The  amount  of  pay¬ 
roll  which  was  lost  during  September  and  October  of  1946 
because  of  the  strike  was  determined  to  be  the  difference 
between  the  straight-time  pay  which  [2681]  would  have 
been  received  by  the  employees  on  the  payrolls  of  the  com¬ 
pany  during  those  months  and  employed  in  the  general 
departments  and  by  Equitable  Auto  Company  and  the  ac¬ 
tual  amount  of  straight-time  pay  which  was  disbursed  to 
those  employees  who  worked  during  that  period.  This 
amount  was  found  to  be  $183,092,  which  I  added  to  the 
previous  figure.  I  also  found  that  in  April,  1947,  a  retro¬ 
active  adjustment  was  made  in  the  payroll  of  Equitable 
Auto  Company,  a  portion  of  which  dated  back  to  the  year 
1944.  The  amount  of  that  adjustment  which  was  appli¬ 
cable  to  1946  was  $16,174.  I  added  that  amount  to  my 
previous  figure  and  found  that  the  total  payroll  for  1946 
still  at  the  1946  salary  and  wage  level  and  for  the  1946 
number  of  employees  adjusted  as  I  have  explained  now 
amounted  to  $4,794,708.  I  compiled  the  number  of  employ¬ 
ees  at  the  end  of  each  month  in  1946  for  the  payrolls  ex¬ 
clusive  of  general  and  junior  officers  of  each  general  depart¬ 
ment  and  Equitable  Auto  Company  and  I  found  that  the 
average  total  number  of  employees  was  1604,  which  figure 
compared  with  my  1617  based  upon  January,  1947  payroll, 
the  difference  being  thirteen  employees  all  told.  There 
were,  however,  variations  as  between  the  individual  depart¬ 
ments.  Therefore  I  determined  the  amount  of  payroll  for 
1946  adjusted  as  I  have  outlined  previously,  which  was 
applicable  to  the  1604  average  number  of  employees.  I 
divided  the  amount  of  such  payroll  for  each  department 
by  the  average  number  of  employees  in  that  department, 
arriving  at  the  average  payroll  during  1946. 

[26S2]  Q.  That  is  for  each  employee?  A.  For  each 
employee. 

Q.  Continue,  please.  A.  By  using  this  average  pay¬ 
roll  per  employee  in  each  department  as  between  the 
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actual  1946  average  and  my  1947  figure,  I  adjusted  the 
payroll  for  each  department  upward  if  the  number  of 
employees  in  January,  1947  exceeded  the  1946  average  or 
downward  if  the  January,  1947  figure  was  the  lower  of 
the  two.  The  total  amount  of  this  adjustment  was  $34,725, 
which  I  added  to  the  figure  of  $4,794,708  previously  men¬ 
tioned.  This  adjustment  put  the  1946  adjusted  figures  for 
payroll  in  each  department  on  a  basis  as  nearly  comparable, 
in  my  opinion,  to  the  basis  of  my  1947  estimate  as  it  is 
possible  to  obtain.  Next,  I  annualized  the  actual  amount  of 
retroactive  increase  for  each  department  which  is  recorded 
in  my  work  papers  identified  as  Philadelphia  Company’s 
Exhibit  P-62-2  and  added  this  amount  to  the  payroll  for 
each  department  to  determine  the  final  adjusted  1946  basis 
figure  which  is  comparable  to  my  estimated  1947  figure 
based  upon  January,  1947  payroll.  The  total  of  this  re¬ 
troactive  increase  which  I  added  was  $405,745,  making  a 
grand  total  of  the  1946  payroll  adjusted  to  the  1947  basis 
$5,235,178,  as  I  previously  stated. 

Q.  Mr.  Coffman,  during  your  cross-examination  you 
were  asked  if  you  had  made  any  comparison  of  your  figures 
based  on  January,  1947  payrolls  with  the  company’s  actual 
experience  [2683]  during  the  month  of  April,  1947.  Have 
you  had  an  opportunity  to  make  this  check?  A.  Yes, 
I  have. 

Q.  And  what  did  you  discover  ?  A.  By  going  directly 
to  the  April,  1947  payrolls  and  extracting  therefrom  the 
amount  of  straight-time  salary  and  wages  paid  to  general 
officers,  junior  officers  and  other  employees  in  the  general 
departments  and  of  Equitable  Auto  Company,  I  found 
that  the  total  straight-time  paid  for  the  month  of  April, 
1947,  in  these  departments  which  I  considered,  which  I 
included  in  my  study  and  which  are  involved  in  the  problem 
of :  segregation,  was  $434,227.  My  estimated  1947  straight- 
time  monthly  pay,  as  is  shown  in  Philadelphia  Company’s 
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Exhibit  P-62-1  in  the  third  column  from  the  left,  is  $425,190. 
Thus  it  appears  that  the  actual  experience  of  the  company 
in  the  month  of  April,  1947  was  that  it  cost  $9037  more  to 
operate  these  general  departments  during  that  month  than 
I  had  estimated  on  the  basis  of  the  January,  1947  payroll. 
The  difference  amounts  to  2.13  per  cent  of  my  estimate. 

Q.  In  your  explanation  of  the  comparison  between  the 
April,  1947  experience  and  your  estimate  based  on  January, 
1947  payroll,  you  excluded  payments  for  overtime.  Will 
you  explain  why?  A.  As  I  pointed  out  in  my  previous 
testimony,  the  problem  of  overtime  varies  widely  from 
month  to  month  as  between  the  [2684]  various  departments 
and  the  various  groups  within  the  departments.  There¬ 
fore,  I  believed  that  overtime  should  be  excluded  from  this 
comparison.  It  so  happens  that  the  overtime  actually  ex¬ 
perienced  in  April,  1947  was  $7789,  as  compared  with  the 
monthly  average  of  $11,399  calculated  from  my  estimated 
annual  overtime  figure  shown  in  Philadelphia  Company’s 
Exhibit  P-62-1.  If  I  took  the  total  straight-time  plus  over¬ 
time  for  April,  1947,  of  $442,014  and  compared  it  to  my 
monthly  straight  time  of  $425,190,  plus  the  $11,399  of  over¬ 
time  pay,  totaling  $436,589,  the  difference  between  the  two 
totals  would  be  only  $5425,  or  a  little  over  one  percent. 

[2685]  Q.  Since  your  two  comparisons  have  produced 
figures  which  are  within  a  few  thousand  dollars  of  your 
original  figure,  what  is  your  conclusion  as  to  the  soundness 
of  your  original  basis!  A.  My  conclusion  is  that  my 
original  basis  for  January,  1947  payrolls  of  the  General 
Departments  and  Equitable  Auto  Company  has  been  proved 
to  be  completely  satisfactory  for  the  purpose  of  this  segre¬ 
gation  study.  The  comparisons  have  showed  no  significant 
differences,  either  in  number  of  employees  or  in  the  basic 
amount  of  payrolls  applicable  to  such  companies,  which 
completely  supports  my  original  conclusion  that  a  study 
based  on  one  month’s  experience,  so  far  as  these  groups  of 
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employees  are  concerned  is  just  as  accurate  in  arriving  at 
payroll  costs  in  total  as  a  study  based  on  more  that  one 
month  would  have  been. 

Mr.  Guttmann:  You  mentioned  comparison  of  number 
of  employees,  among  other  factors.  I  don’t  think  you  gave 
us  the  number  of  employees  that  you  found  in  April? 

The  Witness:  I  don’t  have  that  on  this  sheet.  I  do  have 
that  figure.  I  can  give  it  a  little  later  in  the  day,  if  you  will 
let  me — I  am  sure  I  have  it. 

By  Mr.  Hackney: 

Q.  In  making  this  comparison,  why  did  you  use  the 
month  of  April,  1947?  A.  Because  in  my  cross-exami¬ 
nation  I  was  asked  why  I  had  [2686]  not  used  the  month 
of  April  since  it  was  a  thirty-day  month. 

Q.  What  is  the  point  of  the  30-day  month?  A.  In  my 
study  I  stated  that  I  used  the  month  of  January,  1947,  which 
was  a  31-day  month,  but  I  adjusted  it  to  a  30-day  month 
with  168  working  hours.  I  thought  the  question  about  April 
was  raised  since  it  was  a  30-dav  month,  requiring  no  ad¬ 
justment.  I  could  not  use  April  figures  normally,  because 
all  of  the  figures  were  not  available  while  January  figures 
were,  but  in  answer  to  the  question  on  cross-examination,  I 
said  that  I  could  check  it  and  this  I  have  done  in  the  past 
few  weeks,  and  the  results  are  as  previously  stated. 

Q.  I  believe  you  were  also  asked  about  the  use  of  first 
quarter  figures  for  1947  instead  of  the  January,  1947 
figures.  Have  you  checked  the  figures  for  the  first  quarter 
of  1947 ?  A.  Xo,  sir ;  I  have  not.  This  is  one  of  a  number 
of  subjects  which  I  planned  to  investigate  during  the  two 
weeks’  recess,  but  I  found  that  it  would  take  the  accounting 
department  so  long  to  supply  the  basic  data  needed  that  my 
men  and  I  could  not  have  completed  the  analysis  in  the  time 
that  remained. 
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Furthermore,  if  I  had  devoted  the  necessary  time  to  that 
analysis,  it  would  have  prevented  me  from  investigating 
many  other  questions  which  I  thought  were  equally  im¬ 
portant. 

Q.  And  if  the  Commission  or  the  Commission  staff 
desires  you  to  make  an  investigation,  or  the  Examiner,  you 
will  be  [2687]  glad  to  do  it?  A.  Yes,  I  can  do  it. 

Q.  Mr.  Coffman,  during  the  two  weeks’  recess,  was  it 
possible  for  you  to  secure  the  information  necessary  to  an¬ 
swer  all  of  the  questions  which  you  were  asked  during  your 
cross-examination,  and  which  you  stated  you  would  have 
to  check  or  investigate  further?  A.  No,  sir.  At  the  con¬ 
clusion  of  my  cross-examination,  my  men  and  I  reviewed 
the  fields  of  inquiry  which  had  been  made  the  subject  of 
cross-examination.  With  a  large  staff  of  my  men  we  again 
began  to  investigate  so  as  to  answer  every  question  per¬ 
taining  to  every  general  department,  which  had  not  been 
fully  covered  by  my  testimony.  It  soon  became  apparent 
that  I  was  embarking  on  a  course  which  would  require  far 
more  time  than  was  available.  At  the  end  of  the  first  week 
it  became  clear  to  me  that  in  order  to  have  certain  lines  of 
investigation  completed  for  presentation  when  the  hear¬ 
ings  reconvened  after  the  two  weeks’  recess,  I  would  have 
to  concentrate  on  those  lines  of  investigation  which  were 
nearest  completion.  I  found  that  more  progress  had  been 
made  in  the  investigation  of  the  purchasing  and  stores  de¬ 
partment  than  of  any  of  the  other  general  departments. 

I  therefore  concentrated  upon  bringing  that  line  of  in¬ 
vestigation  relating  to  this  general  department  to  a  finished 
state.  Actually,  as  far  as  I  know,  I  investigated  every 
[2688]  question  which  had  been  asked  about  this  general 
department  and  which  had  been  left  unanswered,  with  the 
exception  of  the  efficiency  studies  which  had  been  suggested. 
At  the  same  time  it  was  clear  to  me  that  I  could  not  follow 
the  same  full  line  of  investigation  on  the  other  general 
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departments  because  time  did  not  permit  of  certain  treat¬ 
ments.  Consequently,  my  procedure  from  that  point  on 
was  to  investigate  the  unanswered  questions  relating  to  the 
other  general  departments,  to  the  extent  that  time  per¬ 
mitted. 

Q.  Would  you  make  a  statement  of  how  long  it  would 
have  taken  to  have  investigated  the  other  general  depart¬ 
ments,  on  the  same  complete  basis  used  in  investigating 
the  purchasing  and  stores  department?  A.  Yes.  As 
closely  as  I  could  calculate  it,  it  would  have  taken  a  staff 
of  six  or  seven  men  about  three  to  four  months  to  complete 
such  a  line  of  investigation  with  respect  to  the  other  gen¬ 
eral  departments,  and  this  estimate  does  not  include  mak¬ 
ing  any  efficiency  studies,  such  as  were  suggested  in  the 
questions  asked  on  cross-examination. 

Q.  Did  you  estimate  how  much  additional  time  it  would 
have  required  to  make  such  efficiency  studies?  A.  Yes, 
I  did.  In  my  opinion,  it  would  take  a  staff  of  twelve  men 
from  two  to  three  years. 

Q.  Turning  now,  please,  to  the  purchasing  department, 
including  stores,  and  referring  to  page  8-G-3.1  of  Exhibit 
63-2 —  [26S9]  do  you  have  that  before  you?  A.  Yes,  I 
have  it  before  me. 

Q.  You  were  asked  as  to  the  basis  on  which  the  per¬ 
centage  allocations  shown  there  for  the  distribution  of  the 
salary  of  Mr.  Wenz  were  determined.  Will  you  tell  us, 
please,  that  basis?  A.  The  basis  of  the  percentages 
there  shown  is  the  number  of  purchase  orders  written  dur¬ 
ing  the  year  ended  November  30,  1946,  with  certain  per¬ 
centage  adjustments,  as  noted  on  that  sheet. 

Q.  What  is  the  explanation  of  the  percentage  adjust¬ 
ments  shown  on  page  8-G-3.1?  A.  Percentage  relation¬ 
ships  for  each  of  the  companies  listed  on  that  sheet  were 
first  determined  on  the  basis  of  the  number  of  purchase 
orders  written  during  the  twelve-month  period  ended  No- 
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vember  30, 1946.  The  percentage  figure  resulting  for  Equi¬ 
table  Auto  Company  was  then  adjusted  by  a  five  per  cent 
deduction.  The  resulting  percentage  figure  for  Duquesne 
Light  Company  was  adjusted  by  the  addition  of  3  per  cent 
and  the  resulting  percentage  figure  for  the  Equitable  Gas 
Company  was  adjusted  by  the  addition  of  2  per  cent.  These 
percentage  adjustments  which  are  shown  on  sheet  8-G-3.1 
were  determined  by  Mr.  Wenz,  the  General  Purchasing 
Agent.  They  represent  his  judgment  as  to  the  adjustments 
which  he  felt  should  be  made  in  the  percentages  deter¬ 
mined,  on  the  basis  of  the  num-  [2690]  ber  of  purchase 
orders  alone,  in  order  to  reflect  the  cost  of  the  time  of  one 
employee  in  the  purchasing  department,  a  buyer  located  at 
the  Lexington  Avenue  Garage,  is  charged  entirely  to  Equi¬ 
table  Auto  Company,  and  the  fact  that  the  purchasing  de¬ 
partment  handles  a  large  volume  of  inquiries  for  the 
Duquesne  Light  and  Equitable  Gas  Companies,  which  are 
not  adequately  reflected  by  the  percentages  arrived  at  on 
the  basis  of  the  number  of  purchase  orders  alone.  I  did 
not  attempt  to  check  the  adequacy  or  the  inadequacy  of 
the  percentage  adjustments,  as  I  thought  that  it  repre¬ 
sented  a  matter  of  judgment,  within  the  knowledge  and  ex¬ 
perience  of  the  individual  who  was  in  charge  of  the  de¬ 
partment. 

Q.  Will  you  turn,  please,  to  sheet  8-G-3.2  of  the  same 
exhibit,  Philadelphia  Exhibit  63-2.  Will  you  explain  the 
basis  on  which  the  percentage  figures  shown  there  with 
respect  to  the  salaries  of  Mr.  Metzger  and  Mr.  Vokach  have 
been  determined?  A.  These  percentage  figures  were  de¬ 
termined  in  precisely  the  same  manner  as  for  the  salary 
allocations  of  Mr.  Wenz.  They  were  based  on  the  number 
of  purchase  orders  written  for  the  year  ended  November 
30, 1946,  with  the  resulting  percentage  figures  for  Equitable 
Auto  Company,  Duquesne  Light  Company,  and  Equitable 
Gas  Company,  adjusted  by  precisely  the  same  percentage 
figures  that  were  used  in  the  case  of  the  allocation  of  Mr. 
Wenz’s  salary.  These  percentage  adjustments  [2691]  also 
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represent  Mr.  Wenz’s  judgment  and  are  based  on  the  same 
reasons  which  I  mentioned  in  connection  with  his  salary. 
The  fact  that  these  percentage  adjustments  were  made  to 
the  salaries  of  Mr.  Metzger  and  Mr.  Vokach  is  not  expressly 
set  forth  in  Mr.  Wenz’s  letter  of  December  5,  1946,  sheet 
S-G-3.2,  but  I  have  verified  the  fact  that  the  percentage 
figures  there  shown  are  adjusted  as  I  have  stated. 

Q.  Do  you  know  why  Mr.  Wenz’s  letter  of  December  5, 
1946,  which  is  page  S-G-3.22  did  not  contain  a  note  con¬ 
cerning  these  percentage  adjustments?  A.  I  do  not 
know  why  Mr.  Wenz’s  letter  of  December  5,  1946,  did  not 
note  the  fact  that  the  percentage  figures  there  shown  took 
into  account  the  adjustments  with  respect  to  Equitable 
Auto  Company,  Duquesne  Light  Company,  and  Equitable 
Gas  Company.  Mr.  Wenz’s  explanation  for  not  noting  the 
fact  that  the  percentage  adjustments  were  made  is  that  his 
letter  of  December  5,  1946,  was  intended  solely  to  notify 
the  Accounting  Department  of  the  percentage  of  allocations 
to  be  followed  with  respect  to  Mr.  Metzger  and  Mr.  Vokach. 
These  percentage  figures  are  correctly  set  forth  in  the  let¬ 
ter,  and  while  it  might  have  been  more  informative  to  ex¬ 
plain  the  basis  upon  which  these  percentages  were  arrived 
at,  as  he  did  in  the  case  of  his  own  salary,  he  did  not  feel 
that  it  was  absolutely  necessary  to  spell  out  the  manner 
in  which  the  percentage  figures  were  determined. 

[2692]  Q.  Turning,  please,  to  page  8-G-3.4,  there  ap¬ 
pears  at  the  bottom  of  the  page  a  statement:  “W.  A.  Muel¬ 
ler,  Jr.  furnished  on  monthly  statement.” 

In  front  of  that  is  the  handwritten  notation:  “Elec. 
100  per  cent.” 

Will  you  tell  us  whether  Mr.  Mueller’s  time  is  charged 
100  per  cent  against  Duquesne  Light  Company  at  all  times  ? 
A.i  Air.  Mueller’s  time  is  not  charged  100  per  cent  to  Du¬ 
quesne  Light  Company  at  all  times. 

I  reviewed  the  payroll  records  of  the  Company  and 
found  that  Mr.  Mueller  had  charged  110  hours  to  Duquesne 
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Light  Company  and  53%  hours  to  Pittsburgh  Railways 
Company  for  the  month  of  January,  1947.  Mr.  Mueller  is 
an  expediter  assigned  to  the  plants  of  the  Westinghouse 
Corporation  and  the  Westinghouse  Air  Brake  Company, 
located  in  the  Pittsburgh  District.  Most  of  his  time  is  spent 
at  the  Westinghouse  Electric  at  East  Pittsburgh  Plant, 
although  he  also  follows  up  work  at  the  other  local  plants 
of  these  two  companies  in  the  Pittsburgh  District.  To  date, 
Mr.  Mueller  has  been  called  on  to  do  work  only  for 
Duquesne  Light  Company  and  the  Trustees  of  Pittsburgh 
Railways  Company,  although  he  is  available  to  do  expedit¬ 
ing  work  for  any  of  the  other  companies  in  the  Philadelphia 
Company  system  with  respect  to  purchase  orders  for  mate¬ 
rials  being  produced  at  these  particular  plants.  Mr. 
Mueller’s  work  is  charged  for  on  the  basis  of  work  actually 
performed.  [2693]  He  keeps  daily  time  sheets.  As  a 
result,  his  time  will  be  charged  to  any  of  the  companies 
in  the  Philadelphia  Company  System  for  which  he  does 
expediting  work  in  these  plants.  However,  during  Mr. 
Mueller’s  employment,  he  has  only  been  called  on  to  per¬ 
form  such  work  for  Duquesne  Light  Company  and  the  Trus¬ 
tees  of  the  Pittsburgh  Railways  Company. 

Q.  Now,  will  you  explain  the  handwritten  notation, 
“Elec  100  per  cent”  opposite  Mr.  Mueller’s  name?  A. 
That  notation  was  placed  on  sheet  8-G-3.4  by  one  of  my 
men  solely  as  a  personal  reminder  to  him  that  in  the  annual¬ 
izing  of  the  January,  1947  payroll  of  the  Purchasing  De¬ 
partment  for  January,  1947,  and  in  arriving  at  a  distrib¬ 
ution  of  the  estimated  annual  payroll  of  the  purchasing 
department  to  utility  groups,  the  salary  of  Mr.  Mueller 
should,  in  my  own  judgment,  be  assigned  100  per  cent  to 
the  electric  group.  You  will  find  on  sheet  8-G-l.l  entitled 
“Distribution  of  estimated  annual  payroll  of  the  Purchas¬ 
ing  Department  to  utility  groups’  present  operations”  of 
Exhibit  P-63-2  that  at  the  bottom  of  that  sheet  Mr.  Mueller 
as  the  expediter,  with  his  monthly  rate  of  $277.12,  and  an 
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annual  rate  of  $3,325,  has  his  salary  distributed  entirely 
to  the  electric  group. 

Before  we  formed  our  judgment  as  to  the  proper  alloca¬ 
tion  of  Mr.  Mueller’s  time  and  salary,  we  discussed  the 
matter  very  thoroughly  with  Mr.  Wenz,  the  General  Pur¬ 
chasing  Agent,  and  [2694]  Mr.  Metzger,  the  Assistant  Gen¬ 
eral  Purchasing  Agent,  and  we  found  that  for  many  years 
prior  to  World  War  II,  the  Stores  Department  had  an 
expediter  assigned  to  the  Westinghouse  Plant  in  the  Pitts¬ 
burgh  District,  but  his  activities  were  confined  entirely  to 
the  requirements  of  the  Duquesne  Light  Company.  During 
the  War,  although  Duquesne  Light  Company  had  two 
expediters  located  at  Manchester  Stores,  who  did  their 
work  by  telephone  and  telegraph,  no  expediter  was  assigned 
permanently  to  the  Westinghouse  Plants,  because  Army 
&  Navy  restrictions  limited  the  plant  areas  in  which  an 
expediter  could  work  in  those  plants.  The  job  of  expediter 
in  the  Stores  Department  assigned  to  the  Westinghouse 
Plant  was  discontinued  during  the  War.  Following  the  end 
of  the  War  and  the  reconversion  of  the  Westinghouse 
Plants  to  peacetime  production,  Mr.  Mueller  was  employed 
as  an  expediter  in  the  purchasing  department  permanently 
assigned  to  the  Westinghouse  Plants,  and  his  present  job 
came  into  being  on  August  16,  1946.  It  was  not  until  Mr. 
Mueller’s  employment  in  August,  1946,  that  an  expediter 
in  the  purchasing  department  began  to  devote  time  to  the 
requirements  of  the  trustees  of  the  Pittsburgh  Railways 
Company,  although  the  Railways  Company  now  has  and 
for  some  years  past  have  had  their  own  Stores  employees 
doing  expediting  work. 

We  found  in  our  study  that  conditions  prevailing  in 
the  past  year  and  a  half  were  that  the  electrical  equipment 
for  both  the  Light  Company  and  the  Railways  Company 
has  been  diffi-  [2695]  cult  to  procure.  Consequently,  the 
expediter  at  the  Westinghouse  plants  at  the  present  time 
is  devoting  a  considerable  amount  of  his  time  to  Railways’ 
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work.  However,  this  situation  is  abnormal  and  it  is  not 
expected  by  Mr.  Wenz  that  the  Railways  will  need  an 
expediter  in  the  Westinghouse  plants  for  more  than  one 
year.  It  was  my  judgment  as  a  result  of  this  investigation, 
that  in  normal  times,  there  would  he  virtually  no  need  for 
any  portion  of  the  time  of  an  expediter  at  the  Westing- 
house  plants  to  be  devoted  to  the  Railways  Company’s 
requirements.  I  therefore  felt  that  for  purposes  of  my 
study,  the  salary  of  this  expediter  should  be  distributed 
to  the  Electric  Company  group  exclusively. 

Mr.  Guttmann:  By  way  of  clarification,  Mr.  Coffman,  I 
note  on  Sheet  S-G-l.l  on  the  line  upon  which  you  record 
Mr.  Mueller’s  monthly  and  annual  rate,  the  legend  paren¬ 
thetically  expressed  “1946  experience”.  That  is  not  cor¬ 
rectly  reflective,  considering  the  fact  that  you  have  him 
entirely  under  electric  in  that  year,  is  it? 

The  Witness:  Well,  it  is,  to  the  extent  that,  as  I  have 
stated,  the  whole  of  this  salary,  after  the  discussion  I  have 
just  given,  it  was  my  judgment  that  it  should  be  charged 
solely  to  the  electric  group. 

By  Mr.  Guttmann: 

Q.  But  that  was  not  the  1946  experience,  was  it?  A. 
Rot  altogether. 

Q.  So  that  to  that  extent  your  parenthetic  expression 
[2696]  is  incorrect  on  that  page,  is  it  not?  A.  Yes,  I 
believe  so. 

By  Mr.  Hackney: 

Q.  At  the  transcript  page  1629  you  were  asked  by  Mr. 
Guttmann  whether  you  had  made  any  check  to  ascertain 
what  the  ratio  and  percentages  would  have  been  on  page 
8-G-3.4  of  Philadelphia  Exhibit  63-2  if  they  had  been  based 
on  the  number  of  orders  processed,  rather  than  on  the  num¬ 
ber  of  orders  written.  At  this  same  page  of  the  transcript 
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you  were  asked  by  the  Examiner  to  tell  the  difference  be¬ 
tween  the  number  of  orders  written  and  the  number  of 
orders  issued  in  the  Purchasing  Department.  Will  you 
please  explain  the  differences  between  the  number  of  orders 
processed,  the  number  of  orders  written,  and  the  number 
of  orders  issued  by  the  Purchasing  Department?  [2697] 
A.  There  is  no  difference  between  the  number  of  orders 
written,  the  number  of  orders  issued  and  the  number  of 
orders  processed.  In  order  to  clarify  this  point  it  will  be 
necessary  to  review  briefly  the  process  by  which  a  purchase 
order  in  the  purchasing  department  is  prepared.  The  pur¬ 
chasing  department’s  operations  hinge  upon  the  receipt  of 
a  properly  signed  purchase  requisition  or  a  properly  signed 
repeat  requisition.  A  purchase  requisition  is  used  to  cover 
items  which  are  not  carried  in  stock  and  will  not  be  carried 
in  stock.  It  frequently  covers  more  than  one  item.  It  is 
used  for  purchases  of  material  and  equipment  which  will 
be  charged  directly  to  a  particular  job  or  maintenance  ac¬ 
count  without  ever  going  into  stores.  A  repeat  requisition, 
however,  comes  only  from  the  stores  department  and  author¬ 
izes  only  the  purchase  of  material  for  stock.  It  is  only 
with  respect  to  a  single  item  which  is  already  carried  in 
stock  or  is  to  be  carried  in  stock  for  the  first  time.  The 
buyer  who  handles  the  item  or  items  set  forth  on  the  requi¬ 
sition  looks  over  the  list  of  materials  and  indicates  the 
names  of  qualified  bidders  to  whom  inquiries  are  then  sent 
under  his  direction.  When  the  bids  are  received  they  are 
analyzed  by  the  buyer,  who  selects  the  successful  bidder. 
If  the  amount  for  any  one  item  exceeds  $250  the  buyer 
consults  with  the  general  purchasing  agent  or  the  assistant 
general  purchasing  agent  and  obtains  the  written  approval 
of  one  of  them.  It  is  at  this  point  that  the  purchase  order 
is  written.  [2698]  The  writing  of  the  purchase  order  in¬ 
cludes  typing,  checking  and  signing.  It  is  followed  only 
by  mailing,  at  which  point  the  order  is  issued.  The  number 
of  purchase  orders  written  is  precisely  the  same  as  the 
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number  of  purchase  orders  processed.  There  is  no  differ¬ 
ence  between  the  number  of  purchase  orders  written  and 
the  number  of  purchase  orders  issued.  Unless  the  purchase 
requisition  or  the  repeat  requisition  which  constitutes  the 
authority  to  purchase  is  cancelled  the  purchasing  depart¬ 
ment  will  in  every  instance  write  and  issue  the  purchase 
order.  Cancellation  of  the  requisition  occurs  very  rarely 
prior  to  the  time  that  the  purchase  order  has  been  written. 
In  the  opinion  of  the  general  purchasing  agent  such  can¬ 
cellations  occur  in  the  case  of  about  only  1/10  of  1  per  cent 
of  the  total  number  of  requisitions.  Cancellation  of  the 
requisition  after  the  purchase  order  has  been  written  and 
prior  to  the  time  that  it  has  actually  been  issued  almost 
never  occurs,  for  the  reason  that  once  a  purchase  order  has 
been  written  and  cheeked  the  only  step  that  remains  to  be 
taken  before  it  is  issued  is  to  have  the  order  signed  and 
mailed.  The  time  lag  between  the  typing  of  a  purchase 
order  and  its  actual  issuance  is  a  matter  of  a  few  minutes 
or  a  few  hours  at  most.  It  is  obvious,  therefore,  that  the 
cancellation  of  a  requisition  prior  to  the  writing  of  the 
purchase  order  will  not  affect  in  any  manner  the  relation 
between  the  number  of  purchase  [2699]  orders  written  and 
the  number  of  purchase  orders  issued.  Likewise,  the  can¬ 
cellation  of  a  purchase  order  after  issuance  will  not  in  any 
way  affect  the  relation  between  the  number  of  purchase 
orders  written  and  the  number  of  purchase  orders  issued. 

Q.  Do  you  have  any  information  as  to  the  number  of 
purchase  requisitions  or  repeat  requisitions  which  were 
received  by  the  purchasing  department  during  1946  or  Janu¬ 
ary  of  1947?  A.  No,  I  have  not.  The  records  of  the 
purchasing  department  are  not  kept  in  such  a  way  that 
these  data  are  available.  However,  I  may  point  out  that 
there  is  no  relationship  between  the  number  of  requisitions 
received  by  the  purchasing  department  and  the  number  of 
purchase  orders  written  and  issued.  This  comes  about 
because  a  purchase  requisition  usually  includes  a  number 
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of  different  items  and  may  result  in  more  than  one  pur¬ 
chase  order  being  written  and  issued  as  the  result  of  indi¬ 
vidual  requisitions.  On  the  other  hand,  a  repeat  requisition, 
as  I  have  stated,  is  limited  to  one  particular  stock  item. 
It  therefore  frequently  occurs  that  a  number  of  repeat 
requisitions  will  result  in  only  one  purchase  order  being 
written  to  one  vendor  because  it  is  the  regular  practice  of 
the  purchasing  department  to  combine  the  items  for  de¬ 
livery  at  one  destination  for  one  operating  company  which 
are  covered  by  more  than  one  repeat  requisition  [2700] 
where  the  order  is  to  be  placed  with  one  vendor. 

Q.  At  page  1629  of  the  transcript  the  Examiner  asked 
for  an  explanation  of  the  difference  between  the  total  num¬ 
ber  of  orders  issued  during  1946  in  the  amount  of  42,191, 
as  set  forth  on  page  S-G-3.5  of  Philadelphia  Exhibit  63-2, 
and  the  figure  of  42,137  which  is  shown  as  the  number  of 
orders  written  on  sheet  8-G-3.4  of  the  same  exhibit.  Will 
you  give  the  explanation,  please?  A.  As  appears  from 
the  first  two  lines  of  the  text  on  sheet  S-G-3.4,  the  figure  of 
42,137  which  is  there  shown  as  the  number  of  orders  written 
is  the  number  of  orders  written  during  the  year  ended 
November  30,  1946.  This  is  also  the  number  of  orders 
issued  during  that  period.  The  figure  of  42,191  which 
appears  on  sheet  8-G-3.5  is,  as  stated  on  that  sheet,  the 
number  of  orders  issued  during  the  calendar  year  1946. 
This  is  also  the  number  of  orders  written  during  that 
period.  The  difference  is  attributable  to  the  fact  that  the 
figures  represent  the  number  of  purchase  orders  written 
and  issued  during  different  periods. 

Q.  Mr.  Coffman,  why  was  the  period  of  the  year  ended 
November  30,  1946  used  in  calculating  the  percentage  fig- 
uers  of  salary  distributions  shown  on  pages  8-G-3.1,  3.2  and 
3.4  of  Philadelphia  Exhibit  63-2?  A.  The  reason  that 
the  figure  for  purchase  orders  written  during  the  year  ended 
November  30,  1946  was  used  in  [2701]  calculating  the 
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percentage  figures  of  salary  distributions  shown  on  sheets 
8-G-3.1,  3.2  and  3.4  of  this  same  exhibit  is  that  when  the 
general  purchasing  agent  on  the  5th  or  6th  of  December, 
1946,  set  up  the  salary  distributions  for  the  year  1947  he 
did  not  then  have  available  to  him  the  figures  showing  the 
number  of  purchase  orders  issued  for  the  calendar  year 
ending  December  31,  1946,  and  he  used  the  figures  for  the 
year  ended  November  30, 1946,  as  they  were  the  most  recent 
figures  which  were  available  to  him  at  that  time.  The  use 
of  November  30  figures  rather  than  year-end  figures  for 
determining  allocations  of  salary  and  other  expenses  during 
the  succeeding  calendar  year  is  a  practice  which  has  been 
followed  for  many  years  by  many  of  the  general  depart¬ 
ments.  It  is  to  be  noted  that  the  difference  between  the 
purchase  orders  written  and  issued  during  the  year  ended 
November  30,  1946  and  those  written  and  issued  during 
the  calendar  year  1946  was  only  54,  or  a  difference  of 
128/1000  of  1  per  cent. 

Q.  Turning  now  to  the  subject  of  stores,  will  you  ex¬ 
plain  what  separate  stores  are  maintained  by  Duquesne 
Light  Company  and  their  relationship  to  the  general  stores 
department  of  Duquesne  Light  Company?  A.  At  the 
outset  I  should  like  to  make  clear  that  the  so-called  gen¬ 
eral  stores  department  is  the  general  stores  department  of 
Duquesne  Light  Company,  although  that  department  does 
perform  work  for  other  companies  in  the  Philadelphia 
[2702]  Company  system. 

Duquesne  Light  Company  operates  stores  in  Allegheny 
and  Beaver  Counties.  These  stores  consist  of  one  base  ware¬ 
house,  known  as  the  Manchester  store,  at  2101  Beaver  Ave¬ 
nue,  North  Side,  Pittsburgh,  and  five  district  storerooms 
which  are  located  at  30  and  Carson  Streets,  Pittsburgh, 
Lexington  Avenue,  Pittsburgh,  139  Atlantic  Avenue, 
McKeesport,  316  Bridge  Street,  West  Bridgewater,  Penn¬ 
sylvania,  Beaver  County,  and  one  in  Quaker  Valley,  ad¬ 
jacent  to  the  Borough  of  Sewickley,  Pennsylvania. 
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In  addition  to  the  Manchester  base  warehouse  and  these 
five  district  stores  the  Duquesne  Light  Company  also  main¬ 
tains  power  station  stores  at  three  locations.  One  of  these 
is  located  at  the  Colfax  plant  at  Cheswiek,  Pennsylvania, 
another  is  located  at  the  Reed  plant  and  serves  both  the 
Reed  plant  and  the  adjacent  Brunot’s  Island  plant,  both  of 
which  are  located,  on  Brunot’s  Island  in  the  City  of  Pitts¬ 
burgh,  and  another  store  at  the  Phillips  power  station  at 
Wireton,  Pennsylvania. 

In  addition  to  all  these  Duquesne  Light  Company  also 
maintains  a  store  at  1241  Reedsdale  Street,  Pittsburgh, 
Pennsylvania.  At  this  location  are  stored  cable,  reels,  poles, 
and  pipe,  and  certain  underground  material.  Separate 
stores  are  also  maintained  by  Duquesne  Light  Company  for 
its  coal  mining  operations,  one  being  located  at  Harwich, 
Pennsylvania  and  the  other  at  Warwick,  Greene  County, 
near  Poland,  [2703]  Pennsylvania. 

Generally  speaking,  the  Manchester  store  of  Duquesne 
Light  Company  serves  as  the  base  storeroom  for  the  Du¬ 
quesne  Light  Company.  When  the  other  stores  of  Duquesne 
Light  Company  need  replacements  the  replacement  of  mate¬ 
rials  comes  from  the  warehouse  at  Manchester.  There  are 
certain  exceptions.  Large  railroad  shipments  of  poles, 
crossarms,  wire  and  line  hardware  are  shipped  direct  to 
all  of  the  district  stores,  except  Quaker  Valley,  which  is  a 
relatively  small  operation  and  has  no  railroad  facilities. 
The  power  station  stores  receive  directly  by  rail  carload 
shipments  of  fire  brick,  water-treating  chemicals  and 
stoker  castings  and  certain  less-than-carload  lot  shipments 
of  items  peculiar  to  power  station  operations. 

It  is  the  practice  of  the  general  stores  department  of 
Duquesne  Light  Company  to  make  regular  weekly  sched¬ 
uled  deliveries  by  truck  from  the  Manchester  base  ware¬ 
house  to  the  other  storerooms  of  Duquesne  Light  Company, 
except  only  the  storerooms  at  the  mines,  as  to  which  no 
regular  scheduled  deliveries  are  made.  In  the  case  of  ship- 
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ments  going  from  Manchester  to  Brunot’s  Island  by  truck  it 
is  necessary  to  move  the  loaded  truck  by  ferry  across  the 
Ohio  River  to  the  island.  Rail  shipments  destined  for 
Brunot’s  Island  travel  into  the  Brunot’s  Island  plant  or  the 
Reed  plant  by  railroad  bridge  across  the  Ohio  river.  With 
the  exception  of  the  coal-mining  [2704]  stores  at  the  War¬ 
wick  mine  and  the  Harwich  mine  all  of  the  store  operations 
of  the  Duquesne  Light  Company  are  subject  to  the  super¬ 
vision  of  Mr.  G.  E.  Balch,  the  general  storekeeper,  and  his 
assistant,  Mr.  J.  P.  Stack,  the  general  superintendent  of 
stores.  All  of  the  personnel  at  all  of  the  stores  of  Du¬ 
quesne  Light  Company,  including  the  base  warehouse  at 
Manchester,  are  employees  of  Duquesne  Light  Company 
and  are  paid  by  check  of  that  company,  with  the  exception 
of  Mr.  Balch  and  Mr.  Stack,  who  are  carried  on  the  junior 
officers’  payroll  and  are  paid  by  check  of  Philadelphia  Com¬ 
pany  and  subsidiary  companies. 

At  two  of  the  Duquesne  Light  Company  stores  work  is 
performed  for  other  companies  than  Duquesne  Light  Com¬ 
pany.  These  stores  are  the  Manchester  store  and  the  Reeds- 
dale  Street  store.  At  both  locations  there  are  materials  and 
supplies  regularly  carried  for  gas  utility  operations.  Any 
company  in  the  Philadelphia  Company  system  may  as  the 
occasion  demands  draw  upon  the  Manchester  store  for  mate¬ 
rial  which  it  needs.  Occasionally  an  employee  at  the  Man¬ 
chester  store,  or  even  some  other  store  of  Duquesne  Light 
Company,  may  serve  as  a  receiving  and  dispatching  agent 
for  special  shipments  destined  to  some  company  other  than 
Duquesne  Light  Company.  Mr.  Balch,  the  general  store¬ 
keeper,  and  Mr.  Stack,  the  general  superintendent  of  stores, 
regularly  perform  work  for  Equitable  Gas  Company  and 
Pittsburgh  &  West  Virginia  Gas  Company,  although  their 
work  [2705]  for  Pittsburgh  &  West  Virginia  Gas  Company 
is  chiefly  of  an  advisory  nature.  With  respect  to  companies 
other  than  Duquesne  Light  Company,  Pittsburgh  &  West 
Virginia  Gas  Company  and  Equitable  Gas  Company  the 
general  storekeeper  and  the  stores  superintendent  may  oc- 
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casionallv  devote  some  small  portion  of  their  time  to  the 
work  of  such  companies,  but  such  work  is  so  minor  that,  in 
the  judgment  of  the  general  storekeeper,  no  portion  of  their 
salaries  is  charged  for  such  work.  This  work  is  usually 
advisory  in  nature,  or  else  consists  of  supervising  employees 
in  the  general  stores  department  who  are  performing  work 
for  such  other  companies.  When  employees  in  the  stores 
department  of  Duquesne  Light  Company  at  Manchester  or 
Reedsdale  perform  work  for  any  company  other  than  Du¬ 
quesne  Light  Company,  that  portion  of  their  time  which 
is  devoted  to  the  work  of  such  other  company  is  recorded 
by  time  sheets  and  that  portion  of  that  time  is  charged  by 
Duquesne  Light  Company  to  the  company  for  whom  the 
work  was  done.  This  applies  to  both  the  hourly-rated  em¬ 
ployees  and  the  monthly-rated  employees  in  the  Duquesne 
Light  Company  general  stores  department. 

[Luncheon  recess.] 

[2706]  By  Mr.  Hackney: 

Q.  Mr.  Coffman,  at  Page  1631  of  the  transcript  your 
attention  was  directed  by  Mr.  Guttmann  to  the  fact  that 
Sheets  9-G-l.l,  1.2,  and  1.3  of  Philadelphia  Exhibit  63-2 
showed  no  payroll  charge  made  by  the  stores  department 
to  Philadelphia  Company  and  you  were  asked  to  explain 
that  fact  in  the  light  of  the  Philadelphia  Company  owner¬ 
ship  of  gas  properties.  Will  you  do  so,  please?  A. 
There  are  no  supplies  or  equipment  carried  for  Philadel¬ 
phia  Company  in  the  stores  department.  Philadelphia 
Company  has  no  investment  in  the  materials  and  supplies 
carried  in  the  stock  by  the  stores  department.  For  this 
reason  no  salary  allocations  are  made  to  Philadelphia 
Company  by  the  stores  department  as  shown  on  Sheets 
9-G-l.l,  1.2,  and  1.3.  Philadelphia  Company  does  own 
large  gas  properties  but  these  are  leased  to  Equitable  Gas 
Company  which  operates  and  maintains  the  leased  prop¬ 
erties  pursuant  to  the  leases.  Whenever  materials  and 


Testimony — Paul  B.  Coffman — Re-direct.  1747a 

supplies  for  operation,  maintenance,  and  con-  [2707] 
struction  work  upon  the  leased  properties  owned  by  Phila¬ 
delphia  Company  are  drawn  from  the  stores  department, 
they  are  charged  to  Equitable  Gas  Company  which  oper¬ 
ates  the  property.  Equitable  Gas  Company  is  in  turn 
reimbursed  for  its  expenses  in  this  connection  by  Phila¬ 
delphia  Company. 

Q.  At  transcript  Page  1631  Mr.  Guttmann  called  your 
attention  to  the  fact  that  Sheet  9-G-3A  of  Philadelphia 
Exhibit  63-2  sets  forth  certain  percentage  distributions 
of  Mr.  Stack’s  salary  and  Mr.  Balch’s  salary  in  the  stores 
department  for  the  year  1947,  but  gives  no  explanation 
of  the  basis  upon  which  these  percentages  were  determined. 
Will  you  explain  the  basis  of  those  percentage  figures? 
A.  The  percentage  distribution  of  the  salaries  of  Mr.  Balch 
and  Mr.  Stack  which  is  shown  on  Sheet  9-G-3A  was  deter¬ 
mined  by  Mr.  Balch,  who  is  the  general  storekeeper,  and 
represents  his  judgment  of  the  proper  percentage  figures 
to  be  used  to  reflect  the  volume  of  work  handled  by  him 
and  by  Mr.  Stack  for  the  three  companies  named  on  the 
sheet. 

Q.  At  Page  1632  of  the  transcript,  you  were  asked 
whether  Mr.  Stack  as  general  superintendent  of  stores 
does  any  work  for  any  of  the  companies  other  than  the 
Duquesne  Light  Company,  Equitable  Gas  Company,  and 
Pittsburgh  West  Virginia  Gas  Company.  Will  you  further 
answer  that  question?  A.  Mr.  Stack  does  occasionally 
perform  very  minor  functions  for  companies  in  the  Phila¬ 
delphia  Company  system  other  [2708]  than  Duquesne 
Light,  Equitable  Gas  Company,  and  Pittsburgh  and  West 
Virginia  Gas  Company.  His  work  for  these  other  com¬ 
panies,  however,  is  so  minor  that  it  was  the  judgment  of 
Mr.  Balch  that  no  salary  allocation  was  justified  with 
respect  to  any  companies  other  than  Duquesne  Light  Com¬ 
pany,  Equitable  Gas  Company,  and  Pittsburgh  and  West 
Virginia  Gas  Company.  The  work  which  Mr.  Stack  per- 
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forms  for  companies  other  than  the  three  I  have  mentioned 
is  largely  confined  to  advisory  functions  and  to  supervising 
the  -work  of  employees  who  may  on  occasions  perform 
work  for  such  other  companies  in  the  Philadelphia  Com¬ 
pany  system  in  connection  with  the  withdrawal  from  the 
general  stores  by  those  other  companies  of  items  of  mate¬ 
rials  which  are  not  in  their  own  stock. 

Q.  Does  the  general  stores  department  perform  work 
for  companies  other  than  Duquesne  Light  Company,  Equi¬ 
table  Gas  Company,  and  Pittsburgh  and  West  Virginia 
Gas  Company?  A.  Yes,  they  do  perform  work  for  the 
other  companies,  as  I  have  explained  in  connection  with 
my  answer  about  work  done  by  Mr.  Stack,  but  it  is  rather 
limited  in  nature. 

Q.  What  companies  in  the  Philadelphia  Company 
system  maintain  and  operate  separate  stores  which  are 
not  operated  by  the  general  stores  department  of  the 
Duquesne  Light  Company?  A.  Pittsburgh  and  West 
Virginia  Gas  Company,  Equitable  Gas  Company,  Allegheny 
Steam  Heating  Company,  Equitable  Auto  Company,  and 
the  trustees  of  Pittsburgh  Railways  Company  each  [2709] 
maintain  separate  stores  of  their  own.  The  separate  stores 
of  some  of  these  companies  have  no  relationship  whatever 
to  the  general  stores  department  of  the  Duquesne  Light 
Company  while  the  separate  stores  of  some  of  them  have 
varying  degrees  of  relationship  to  that  department. 

Q.  Will  you  explain  what  separate  stores  are  maintained 
by  Pittsburgh  and  West  Virginia  Gas  Company  and  their 
relationship  to  the  general  stores  department  of  Duquesne 
Light  Company?  A.  Pittsburgh  and  West  Virginia  Gas 
Company  maintains  separate  stores  in  West  Virginia. 
They  have  three  such  base  storerooms :  One  at  Clarksburg, 
one  at  Downs,  and  the  other  at  Weston,  all  in  West  Virginia. 
In  addition  to  the  base  stores,  there  are  also  sub-storerooms 
located  at  various  points  throughout  the  company  system 
in  West  Virginia  at  Rosedale,  Elk  River,  Glenville,  Burns- 
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ville,  Devannv,  Central,  Skin  Creek,  Reed,  West  Union, 
Grafton,  Down  and  Shirley. 

Generally  speaking,  only  small  stocks  of  pipe,  valves, 
fittings,  and  parts  for  compressing  station  equipment  are 
carried  at  these  sub-storerooms.  All  of  the  stores  per¬ 
sonnel  are  employees  of  Pittsburgh  and  West  Virginia  Gas 
Company.  They  report  to  their  respective  division  super¬ 
intendents  and  in  addition  are  subject  to  the  supervision 
of  Mr.  Sam  Wiant,  general  storekeeper  of  Pittsburgh  and 
West  Virginia  with  respect  to  matters  pertaining  to  stores 
policy  and  procedure.  [2710]  Mr.  Wiant  reports  to  Mr. 
G.  H.  Neilson,  Jr.,  general  superintendent  of  production 
and  transportation  of  that  company.  None  of  these  men 
reports  to  and  none  of  them  is  subject  to  the  jurisdiction 
of  Mr.  Balch,  the  head  of  general  stores  department  of 
Duquesne  Light  Company.  However,  Mr.  Balch,  the  gen¬ 
eral  storekeeper,  frequently  is  called  on  to  render  advisory 
assistance  in  the  administration  of  the  separate  stores  of 
Pittsburgh  and  West  Virginia  Gas  Company.  In  case  a 
surplus  of  certain  items  develops  in  either  their  own  sep¬ 
arate  stores  or  in  the  general  stores  department  with  respect 
to  material  which  can  be  used  by  Pittsburgh  and  West 
Virginia  Gas  Company,  there  is  sometimes  a  movement  of 
material  from  the  separate  stores  of  Pittsburgh  and  West 
Virginia  Gas  Company  into  the  general  stores  and  vice 
versa. 

Q.  Will  you  explain  what  separate  stores  are  maintained 
by  Equitable  Gas  Company  and  their  relationship  to  the 
general  stores  department  of  Duquesne  Light  Company? 
A.  Equitable  Gas  Company  maintains  a  number  of  sep¬ 
arate  stores.  It  has  three  fairly  large  separate  stores  at 
17th  and  Wharton  Streets,  Pittsburgh,  6304  Penn  Avenue, 
Pittsburgh,  and  201  Tenth  Street,  McKeesport.  Equitable 
Gas  Company’s  own  personnel  operates  the  stores.  They 
do  not  report  to  and  are  not  subject  to  the  supervision  of 
the  general  storekeeper.  Equitable  Gas  Company  also  has 
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small  separate  stores  maintained  at  Waynesburg,  Pennsyl¬ 
vania;  Large,  Pennsylvania;  Tarentum,  Pennsylvania; 
Braddoek,  Pennsvlvania ;  and  Carnegie,  Pennsylvania. 
[2711]  These  smaller  stores  are  also  operated  by  em¬ 
ployees  of  Equitable  Gas  Company,  but  those  employees 
do  not  devote  all  of  their  time  to  store  work.  They  do  not 
report  to  and  are  not  subject  to  the  supervision  of  Mr. 
Balcli,  the  general  storekeeper.  Mr.  Balch  serves  only  in 
an!  advisory  capacity  with  respect  to  all  of  these  separate 
stores  maintained  by  Equitable  Gas  Company.  There  is  a 
regular  movement  of  materials  from  Manchester  stores  of 
the  general  stores  department  of  Duquesne  Light  Company 
to  the  separate  stores  of  Equitable  Gas  Company.  In  fact, 
the  Manchester  stores  serve  as  a  base  warehouse  for  pipe, 
fittings,  and  curb  boxes  which  will  move  directly  into  main¬ 
tenance  and  repair  jobs  or  else  into  the  separate  stores  of 
Equitable  Gas  Company.  Appliance  merchandise  is  re¬ 
ceived  directly  and  stored  at  6304  Penn  Avenue  store  of 
Equitable  Gas  Company. 

Q.  How  is  stores  material  handled  for  Finleyville  Oil 
&  Gas  Company?  A.  Finleyville  Oil  &  Gas  Company 
has  no  separate  store  of  its  own.  Materials  needed  for  the 
operation  of  Finleyville ’s  properties  are  drawn  from  the 
stores  of  Equitable  Gas  Company  which  charges  Finley¬ 
ville  for  such  materials. 

Q.  How  is  stores  material  handled  for  Philadelphia  Oil 
Company?  A.  Philadelphia  Oil  Company  maintains  no 
separate  store  of  its  own  although  it  did  have  a  small 
amount  of  materials  and  supplies  as  of  December  31,  1946, 
located  at  Clarksburg  in  the  [2712]  stores  of  Pittsburgh 
and  West  Virginia  Gas  Company.  Materials  needed  for 
the  operation  of  Philadelphia  Oil  Company  properties  are 
stored  at  the  stores  of  Pittsburgh  and  West  Virginia  Gas 
Company. 

Q.  Will  you  explain  what  separate  stores  are  main¬ 
tained  by  Allegheny  County  Steam  Heating  Company  and 
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their  relationship  to  the  general  stores  department  of  Du- 
qnesne  Light  Company?  A.  Allegheny  County  Steam 
Heating  Company  has  two  separate  stores  of  its  own.  They 
are  located  at  its  Stanwix  plant  and  at  its  12th  Street 
plant,  both  in  the  City  of  Pittsburgh.  This  company  has 
one  employee  who  spends  part  of  his  time  looking  after 
the  two  store  locations.  He  doesn’t  report  to  and  is  not 
subject  to  the  supervision  of  Mr.  Balch,  the  general  store¬ 
keeper.  However,  a  small  stock  for  Allegheny  County 
Steam  Heating  Company  is  regularly  maintained  in  the 
Manchester  warehouse,  the  general  stores  department  of 
Duquesne  Light  Company,  and  there  is  a  regular  movement 
of  that  material  from  the  base  warehouse  at  Manchester 
to  the  separate  stores. 

Q.  How  is  stores  material  handled  for  Cheswick  and 
Harmar  Railroad  Company?  A.  Cheswick  and  Harmar 
Railroad  Company  has  no  separate  stores  of  its  own,  al¬ 
though  it  does  have  a  small  stock  of  material  which  is  kept 
at  the  Harwich  mine  stores  of  Duquesne  Light  Company. 
Cheswick  and  Harmar  Railroad  Company  has  no  employee 
charged  with  the  administration  of  this  small  amount  of 
[2713]  stock.  Mr.  Balch,  the  general  storekeeper,  exer¬ 
cises  no  supervision  over  this  stock  and  except  in  very  rare 
instances  no  material  is  drawn  for  this  stock  from  the  base 
warehouse  at  Manchester  of  the  general  stores  department 
of  the  Duquesne  Light  Company. 

Q.  How  is  the  stores  material  handled  for  Equitable  Real 
Estate  Company?  A.  Equitable  Real  Estate  Company 
has  no  separate  store  of  its  own.  It  has  no  investment  in  ma¬ 
terials  and  supplies  although  a  small  stock  of  maintenance 
materials  such  as  incandescent  lamps  and  janitor’s  supplies 
is  kept  at  the  central  building  which  is  charged  to  mainte¬ 
nance  accounts  upon  receipt.  This  small  stock  is  under  the 
supervision  of  the  superintendent  of  the  building  and  it  is 
not  subject  to  Mr.  Balch’s  supervision.  There  is  a  small 
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movement  of  material  from  the  base  warehouse  at  Man¬ 
chester  to  Equitable  Real  Estate  Company. 

Q.  Will  you  explain  what  separate  stores  are  maintained 
by  Equitable  Auto  Company  and  their  relationship  to 
the  general  stores  department  of  Duquesne  Light  Com¬ 
pany?  A.  Equitable  Auto  Company  maintains  a  sepa¬ 
rate  store  under  the  supervision  of  a  stores  foreman,  Mr. 
J„  R.  Dougherty,  for  Equitable  Auto  Company  who  reports 
to  and  is  subject  to  the  supervision  of  Mr.  S.  G.  Page,  the 
general  superintendent  of  the  Equitable  Auto  Company. 
The  stores  foreman  of  Equitable  Auto  Company  has  thir¬ 
teen  employees  working  under  him.  The  [2714]  stores 
foreman  and  the  stores  employees  do  not  report  to  and  are 
not  subject  to  the  supervision  of  Mr.  Balch,  the  general 
stores  keeper.  There  is  a  very  small  movement  of  material 
from  the  base  warehouse  at  Manchester  under  the  general 
stores  department  to  the  separate  stores  of  Equitable  Auto 
Company,  chiefly  with  respect  to  small  items  such  as  flash¬ 
light  batteries,  waste,  and  office  supplies. 

Q.  Will  you  explain  what  separate  stores  are  maintained 
by  the  trustees  of  Pittsburgh  Railways  Company  and  their 
relationship  to  the  general  stores  department  of  Duquesne 
Light  Company?  A.  The  trustees  for  the  Pittsburgh 
Railways  Company  maintain  separate  stores  at  several 
locations.  The  main  stores  are  located  at  Homewood  car 
bams,  Frankstown  Road,  Pittsburgh;  a  store  of  poles  at 
Castle  Shannon,  Pennsylvania ;  a  store  of  rails,  bridge  ma¬ 
terial,  maintenance  of  way  materials  and  other  heavy  items 
at  Millvale,  Pennsylvania.  The  stores  of  the  trustees  for 
Pittsburgh  Railways  Company  are  under  the  supervision 
of  Mr.  H.  G.  Bierwirth,  supervisor  of  stores.  He  is  an 
employee  of  the  trustees  and  does  not  report  to  and  is  not 
subject  in  any  way  to  the  supervision  of  Mr.  Balch,  the 
general  storekeeper.  There  is  no  movement  of  materials 
from  Manchester  stores  of  the  general  stores  department 
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to  the  stores  of  the  trustees  for  Pittsburgh  Railways  Com¬ 
pany  except  for  a  few  occasional  items  of  substation  type 
of  equipment. 

[2715]  Q.  Will  you  explain  how  stores  material  is 
handled  by  the  trustees  of  Pittsburgh  Motor  Coach  Com¬ 
pany?  A.  The  trustees  for  Pittsburgh  Motor  Coach 
Company  do  not  maintain  a  separate  store  for  motor  coach 
operations.  However,  Equitable  Auto  Company  by  virtue 
of  its  service  contract  with  the  trustees  for  Pittsburgh  Mo¬ 
tor  Coach  Company,  which  has  been  approved  by  the  Secu¬ 
rities  and  Exchange  Commission,  does  maintain  at  the 
Lexington  Avenue  garage  a  store  of  motor  coach  parts 
and  materials  and  supplies  for  the  maintenance  and  repair 
of  the  coaches  of  the  trustees  of  Pittsburgh  Motor  Coach 
Company.  This  store  of  materials  is  handled  by  Equitable 
Auto  Company  and  is  not  in  any  way  subject  to  the  super¬ 
vision  of  Mr.  Balch,  the  general  storekeeper. 

[2716]  Q.  Turning  now  to  pages  marked  9-G-l.l,  1.2 
and  1.3  of  Philadelphia  Exhibit  62-3,  entitled  “Distribution 
of  estimated  annual  payroll  of  stores  department  utility 
groups,  present  operations”,  will  you  please  explain  whose 
employees  are  included  under  the  column  entitled  “Payroll 
title”  and  the  basis  for  the  percentage  distributions  shown 
to  each  of  the  various  groups  of  companies  listed  on  those 
sheets?  A.  The  employees  listed  on  those  sheets  consists 
of  employees  of  Duquesne  Light  Company  in  the  general 
stores  department.  They  include  all  such  employees  at  the 
base  stores  at  Manchester,  at  the  five  district  storerooms  at 
the  Reedsdale  Street  stores,  and  at  the  power  station  store¬ 
rooms.  The  only  store  employees  of  Duquesne  Light  Com- 
panv  which  are  not  included  on  these  sheets  are  those  who 
are  employed  in  the  mine  stores  at  Harwich  Mine  and  at  the 
Warwick  Mine.  They  were  excluded  because  they  are  not 
a  part  of  the  general  stores  department  of  Duquesne  Light 
Company  and  no  part  of  their  salaries  is  ever  charged  to 
any  company  other  than  Duquesne  Light  Company.  The 
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percentage  figures  which  are  shown  for  each  group  under 
the  caption  “Distribution”  on  pages  9-G-l.l  and  9-G-1.3  are 
the  same  as  those  shown  on  sheet  9-G-3  of  Exhibit  P-63-2, 
which  sets  forth  the  percentage  distribution  of  stores  de¬ 
partment  payroll  for  the  year  1946  to  separate  companies. 
The  percentages  used  on  sheets  9-G-l.l  and  1.2  and  1.3  of 
Exhibit  P-63-2  are  set  up  on  the  combined  [2717]  bases, 
however,  so  that  the  88.82  per  cent  for  Duquesne  Light  and 
.11  per  cent  for  Allegheny  County  Steam  Heating  Company, 
as  shown  on  sheet  9-G-3,  are  combined  to  make  a  total  per¬ 
centage  of  88.93  per  cent  for  the  electric  group,  as  set  forth 
on  sheet  9-G-l.l. 

As  I  have  previously  testified,  all  of  the  employees  shown 
on  sheets  9-G-l.l,  1.2  and  1.3  are  employees  of  Duquesne 
Light  Company  and  receive  their  pay  by  check  of  Duquesne 
Light  Company,  except  for  Mr.  Balch,  the  general  store¬ 
keeper,  and  Mr.  Stack,  the  general  superintendent  of  stores. 
However,  as  I  previously  testified,  certain  of  those  employees 
perform  work  for  companies  other  than  Duquesne  Light 
Company  and  the  amount  of  such  work  is  recorded  by  these 
employees  on  time  sheets  and  the  amount  of  their  time  so 
spent  is  charged  by  Duquesne  Light  Company  to  the  com¬ 
pany  for  which  the  work  was  performed.  The  companies 
who  were  charged  by  Duquesne  Light  Company  for  work 
so  performed  during  1946  and  the  amount  of  payroll  so 
charged  is  set  forth  on  sheet  9-G-3.  The  percentage  figures 
shown  on  sheets  9-G-l.l,  1.2  and  1.3  were  derived  from  the 
actual  payroll  charges  shown  on  the  company’s  records  and 
summarized  on  sheet  9-G-3.  Those  percentages  apply  to  all 
employees  listed  thereon  except  the  general  storekeeper 
and  the  general  superintendent  of  stores,  whose  salary  dis¬ 
tribution  is  handled  on  a  different  basis.  The  figures  shown 
on  sheet  9-G-3,  upon  which  the  percentage  distribution  of 
the  stores  [2718]  department  payroll  for  1946  are  calcu¬ 
lated,  do  not  include  the  salaries  of  the  general  storekeeper 
or  the  general  superintendent  of  stores. 
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By  Mr.  Guttmann: 

Q.  Just  by  way  of  clarification,  if  you  will  Mr.  Coffman, 
I  understood  your  testimony  a  few  moments  ago  to  be  to  the 
effect  that,  so  far  as  the  transportation  properties  are  con¬ 
cerned,  there  is  no  flow  of  materials  and  supplies  out  of  the 
Manchester  shops  or  other  Duquesne  properties  to  the  trans¬ 
portation  companies.  You  also  testify  that  the  trustees  have 
their  own  stores  locations,  and  yet  your  exhibits  at  sheets 
9-G-l.l,  .2  and  .3  indicate  a  .66  per  cent  allocation  to  trans¬ 
portation.  Can  you  tell  us  specifically  what  work  was  done 
to  justify  that  charge  in  the  year  1946  ! 

Mr.  Hackney:  I  don’t  recall  that  the  witness  testified 
that  there  was  no  movement  at  all.  My  recollection  is  that 
he  said  there  was  a  small  movement  from  the  Manchester 
stores. 

Mr.  Guttmann:  I  didn’t  so  understand  him.  However, 
your  notes  might  show  it,  Mr.  Hackney. 

The  Witness:  I  will  check  it. 

Mr.  Hackney:  My  recollection  is  that  he  said  there  was 
small  occasional  items  of  substation  type  of  equipment  to 
the  stores  of  the  trustees. 

A.  The  statement  that  I  made  was  that  there  is  no  move¬ 
ment  of  materials  from  Manchester  stores  of  the  general 
stores  [2719]  department  to  the  stores  of  the  trustees  for 
Pittsburgh  Railways  Company  except  for  a  few  occasional 
items  of  substation  type  of  equipment. 

By  Mr.  Guttmann: 

Q.  And  that  is  the  operation  that  called  for  a  payroll 
allocation  of  $2,240,  according  to  9-G-1.3  for  1946,  is  that  it! 

Mr.  Hackney:  That  is  for  the  transportation  group! 

Mr.  Guttmann:  That  is  right,  sir. 

A.  Yes,  that  is  correct. 
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By  Mr.  Hackney: 

Q.  Mr.  Coffman,  at  page  1996  of  the  transcript  you  were 
asked  by  Mr.  Guttmann  as  to  what  type  of  items  you  were 
referring  to  when  you  stated  that  there  were  many  items 
needed  to  be  purchased  for  the  electric  group  of  companies 
that  would  not  be  purchased  for  the  transportation  com¬ 
panies,  and  you  were  asked  to  give  an  example.  'Will  you 
give  us  some  examples  of  that  type  of  material!  A.  Ex¬ 
amples  of  items  of  equipment  which  are  purchased  for  this 
utility  but  which  are  not  purchased  for  Pittsburgh  Railways 
operations  are  turbo-generator  units,  large  oil  circuit 
breakers,  hundreds  of  different  items  of  electrical  accessories 
used  in  a  generating  station,  large  steel  towers,  suspension 
insulators,  distribution  transformers,  line  type  lightening 
arresters,  station  type  lightening  arresters  for  high  voltage 
transmission  circuits  and  high  [2720]  voltage  power  cable. 

Q.  Is  the  list  of  examples  which  you  have  just  given 
complete  and  exhaustive!  A.  No,  it  is  not.  It  merely 
consists  of  a  few  items  picked  at  random.  To  give  a  complete 
list  of  items  required  to  be  purchased  for  Duquesne  Light 
Company  which  are  not  purchased  for  the  trustees  of  Pitts¬ 
burgh  Railways  Company  would  require  the  cataloguing  of 
hundreds  of  items,  or  even  several  thousand,  depending  upon 
the  detail  with  which  small  parts  and  equipment  are  broken 
down  to  individual  items. 

Q.  At  page  1996  of  the  transcript  you  were  asked  whether 
it  is  not  a  fact  that  purchase  orders  for  the  electric  company 
originate  from  the  operating  department  levels  and  from 
the  engineering  department  levels.  Will  you  answer  that 
question!  A.  Purchase  orders  originate  only  in  the  pur¬ 
chasing  department.  However,  requisitions  originate  in  all 
departments  of  the  Duquesne  Light  Company,  including 
the  general  departments.  As  I  have  explained  earlier,  re¬ 
peat  requisitions  which  relate  to  materials  carried  in  stores 
originate  from  any  of  the  Duquesne  Light  Company  stores. 
It  is  necessary  for  all  requisitions  to  give  complete  details 


Testimony — Paul  B.  Coffman — Re-direct.  1757a 


as  to  the  quantity  and  type  of  materials  needed,  together 
with  all  specifications.  In  the  case  of  technical  items  the 
specifications  usually  will  originate  in  some  operating  de¬ 
partment  or  in  the  engineering  [2721]  department.  How¬ 
ever,  a  purchasing  department  representative  very  fre¬ 
quently  consults  with  the  operating  department  or  en¬ 
gineering  department  employees  who  are  working  on  the 
specifications  in  order  that  the  completed  specifications  will 
conform  with  current  trade  practices  and  in  order  to  achieve 
maximum  economy  by  having  the  specifications  conform  to 
standard  specifications  for  the  particular  item.  In  those 
instances  where  a  member  of  the  purchasing  department 
does  not  participate  in  the  original  drafting  of  the  specifica¬ 
tions  it  is  customary  for  a  member  of  the  purchasing  depart¬ 
ment  to  review  the  specifications  to  the  same  end.  Fre¬ 
quently  certain  divisions  of  the  operating  department  of 
the  Duquesne  Light  Company  will  originate  purchase 
requisitions  without  setting  forth  any  specifications  or 
adequate  description  of  the  item  to  be  purchased.  In  such 
cases  the  purchasing  department  determines  the  use  to 
which  the  material  is  to  be  put  and  writes  the  specifications. 
The  same  procedure  that  I  have  outlined  above  is  applicable 
not  only  to  requisitions  originating  with  respect  to  the 
Duquesne  Light  Company  but  also  with  any  of  the  other 
companies  in  the  Philadelphia  Company  system. 

Q.  Will  you  describe  briefly  the  functions  of  the  general 
purchasing  agent  of  Philadelphia  Company  and  subsidiary 
companies?  A.  Mr.  R.  C.  Wenz,  general  purchasing 
agent  of  [2722]  Philadelphia  Company  and  subsidiary  com¬ 
panies,  is  the  head  of  the  purchasing  department  of  those 
companies.  His  duties  consist  of  supervising  the  purchas¬ 
ing  activities  of  all  of  the  companies  in  the  Philadelphia 
Company  system  except  Kentucky-West  Virginia  Gas  Com¬ 
pany,  coordinating  the  purchasing  activities  of  all  of  the 
companies  in  the  Philadelphia  Company  system  with  the 
stores  activity  of  all  those  companies,  directly  supervising 
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the  stores  activity  of  the  general  stores  department  of 
Duquesne  Light  Company,  representing  purchasing  and 
stores  activity  as  a  member  of  the  staffs  of  the  presidents 
of  the  various  operating  companies;  handling  purchases  of 
large  items  of  capital  equipment  for  all  companies  in  the 
Philadelphia  Company  system,  handling  all  major  contracts 
and  annual  contracts  relating  to  the  purchase  of  materials 
or  services  required  by  such  company,  an  exemple  of  which 
is  the  contract  signed  in  June  1947  between  Duquesne  Light 
Company  and  the  Dravo  Corporation,  covering  the  installa¬ 
tion  of  the  No.  2  turbo-generator  unit  of  65,000  kilowatt 
capacity,  together  with  accessories,  at  Phillips  Power  Sta¬ 
tion;  visiting  vendors’  factories,  establishing  purchasing 
policy  for  the  guidance  of  purchasing  agents,  establishing 
inventory  policies  with  respect  to  the  stores  of  the  several 
operating  companies,  supervising  the  sale  of  scrap  and 
surplus  materials,  and  interviewing  sales  representatives. 

[2723]  Q.  Now,  at  transcript  page  1998  Mr.  Guttmann 
asked  you  whether  or  not  there  are  a  very  limited  number 
of  suppliers  of  equipment  of  the  type  needed  for  electric 
property  use  and  whether  you  knew  from  how  many  vendors 
the  electric  group  purchased  materials  during  the  course  of 
any  given  period.  A.  Yes,  sir. 

Mr.  Hackney:  Will  you  please  mark  this  Philadelphia 
Exhibit  79? 

The  Examiner:  It  may  be  marked. 

By  Mr.  Hackney: 

Q.  I  now  show  you  a  sheet  which  has  been  marked  Phila¬ 
delphia  Exhibit  79.  Will  you  explain  what  that  exhibit  is? 
A.  This  sheet  marked  Philadelphia  Exhibit  79,  captioned 
“Number  of  vendors  from  which  Philadelphia  Company  and 
subsidiary  companies  purchased  materials  during  1946,” 
was  prepared  by  me  from  the  records  of  the  purchasing  de¬ 
partment  of  the  Philadelphia  Company  and  subsidiary  com- 
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panies.  Under  the  column  entitled  “Company”  it  lists  the 
name  of  each  company  in  the  Philadelphia  Company  system 
for  which  purchases  were  made  during  the  year  1946.  These 
companies  are  arranged  by  groups  which  are  designated  as 
light  group,  gas  group,  transportation  and  miscellaneous 
group. 

In  the  second  column,  entitled  “Total  vendors  for  each 
[2724]  company,”  it  lists  opposite  the  name  of  each  com¬ 
pany  the  total  number  of  vendors  from  which  each  com¬ 
pany  purchased  materials  during  1946. 

In  the  third  column,  entitled  “Total  vendors  for  each 
group,  eliminating  duplication  among  companies  in  each 
group,”  there  is  shown,  opposite  the  name  of  each  group, 
the  total  number  of  vendors  from  which  all  companies  in 
that  group  purchased  materials  during  1946,  which  figure  is 
arrived  at  by  eliminating  the  duplication  that  occurs  by 
reason  of  the  fact  that  more  than  one  company  in  a  particu¬ 
lar  group  purchased  materials  from  the  same  vendor. 

Under  the  fourth  column,  entitled  “Total  vendors  for  all 
groups,  eliminating  all  duplications,”  one  figure  is  shown 
opposite  the  words  “Philadelphia  Company  and  subsidiary 
companies,”  which  represents  the  total  number  of  different 
vendors  from  which  all  companies  in  the  Philadelphia  Com¬ 
pany  system  purchased  materials  during  1946,  after  elimi¬ 
nating  all  duplication  of  vendors  arising  from  the  fact  that 
more  than  one  company  in  the  system  purchased  materials 
from  one  vendor. 

Mr.  Hackney.  I  now  offer  in  evidence  Philadelphia  Ex¬ 
hibit  79. 

The  Examiner:  Is  there  objection! 

Mr.  Guttmann:  No  objection. 

The  Examiner:  It  will  come  in. 
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[2725]  By  Mr.  Hackney: 

Q.  What  is  the  total  number  of  vendors  from  which  Du- 
quesne  Light  Company  purchased  materials  during  1946? 

[Followed  by  an  over-ruled  objection  by  Com¬ 
mission  counsel.] 

A.  1500. 

By  Mr.  Hackney: 

Q.  What  is  the  total  number  of  vendors  from  which  all 
of  i  the  companies  of  the  light  group  purchased  materials 
during  1946? 

d/r.  Guttmann:  Same  objection. 

A.  1790. 

By  Mr.  Hackney: 

Q.  What  is  the  total  number  of  different  vendors  from 
which  all  companies  in  the  Philadelphia  Company  system 
purchased  materials  during  1946,  after  elimination  of  dup¬ 
lication  ?  A.  3054. 

Mr.  Hackney:  Will  you  please  mark  this  Philadelphia 
[2726]  Company’s  Exhibit  80. 

By  Mr.  Hackney: 

Q.  I  now  show  you  two  sheets  which  have  been  marked 
Philadelphia  Exhibit  80.  Will  you  describe  what  they  are? 
A.  These  two  sheets  are  photostatic  copies  of  a  printed  form 
entitled  “Vendor  record,”  which  is  regularly  maintained 
by  the  purchasing  department  as  a  part  of  its  records.  At 
thb  top  of  each  sheet  the  printed  word  “Vendor”  appears, 
followed  hy  a  blank  space,  in  which  is  inserted  the  type¬ 
written  words  “Bankers  Lithographing  Company,  Pitts¬ 
burgh,  Pennsylvania.” 
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The  form  contains  vertical  columns  with  space  at  the 
top  of  each  column  for  the  insertion  of  the  name  of  each 
company  in  the  Philadelphia  Company  system  which  pur¬ 
chased  materials  from  that  particular  vendor.  On  the  sheet 
the  names  of  nine  companies  are  inserted  in  handwriting  in 
the  columnar  headings  and  the  names  of  two  companies  are 
inserted  in  handwriting  in  two  column  headings  on  the  sec¬ 
ond  sheet.  At  the  extreme  lefthand  margin  of  each  sheet 
there  is  a  vertical  column  headed  by  the  word  “Year”  in 
printing,  below  which  is  printed  the  name  of  each  month  in 
the  year,  with  a  horizontal  line  extending  across  the  page 
under  the  name  of  each  month.  On  each  sheet  opposite  each 
month  up  through  May,  1947  and  [2727]  under  the  name 
of  the  appropriate  company  dollar  figures  are  inserted  in 
handwriting  showing  the  dollar  amount  of  invoices  ap¬ 
proved  by  the  purchasing  department  with  respect  to  pur¬ 
chases  made  by  each  of  the  companies  listed  in  the  columnar 
headings  from  the  particular  vendor,  which  in  the  case  of 
these  two  sheets  is  Bankers  Lithographing  Company.  Two 
sheets  have  been  used  to  record  all  of  the  purchases  of  this 
particular  company  because  the  number  of  companies  mak¬ 
ing  purchases  exceeded  the  number  of  columns  available  on 
one  sheet  and  it  was  necessary  to  use  a  second  sheet  to 
record  the  names  and  purchases  of  two  companies.  At  the 
extreme  righthand  column  on  each  sheet  is  a  heading  with 
the  printed  word  “Total”.  In  this  column  the  total  pur¬ 
chases  from  the  particular  vendor  for  each  month,  together 
with  the  cumulative  total  purchases  at  the  end  of  each  month 
during  that  year,  are  recorded  in  handwriting. 

[2728]  Q.  Are  there  similar  sheets  kept  by  the  Com¬ 
pany  for  each  vendor  from  whom  materials  and  stores  are 
purchased?  A.  Yes,  there  are. 

Q.  And  I  believe  you  picked  this  merely  as  an  example 
for  this  particular  company?  A.  "Well,  as  I  was  going 
over  a  number  of  these  vendor  records,  this  happened  to 
be  one  that  was  before  me  at  the  time  and  appeared  to  be  a 
representative  record. 
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Mr.  Hackney:  I  now  offer  it  in  evidence  as  Philadelphia 
Exhibit  80. 

[Ruling  on  the  admissibility  of  the  exhibit  was  deferred.] 
[2729]  By  Mr.  Hackney: 

Q.  "What  is  the  purpose  for  which  this  vendor’s  record 
is  maintained?  A.  A  similar  sheet  or  sheets  are  main¬ 
tained  for  each  vendor,  from  which  purchases  are  made, 
by  regular  records  of  the  purchasing  department  for  the 
purpose  of  recording  monthly  the  total  purchases  made  by 
each  company  in  the  Philadelphia  Company’s  system  from 
each  vendor.  A  separate  set  of  these  records  is  made  each 
year.  It  furnishes  a  convenient  record  to  which  the  buyers 
in  the  Purchasing  Department  may  refer  to  ascertain  the 
total  quantity  of  business  which  has  been  placed  with  a  par¬ 
ticular  vendor  by  each  company.  It  also  furnishes  a  con¬ 
venient  permanent  record  of  the  entire  year’s  transactions 
by  each  company  in  the  Philadelphia  Company  System  with 
a  particular  vendor. 

Q.  What  is  the  meaning  of  the  code  which  is  noted  on 
the  upper  right-hand  corner  of  each  of  the  sheets  compris¬ 
ing  this  exhibit,  Philadelphia  80?  A.  As  is  shown  by 
the  explanation  at  the  lower  left-hand  comer  of  each  sheet, 
the  letter  “L”  refers  to  business  placed  within  territory 
served  and  the  letter  “0”  refers  to  business  placed  outside 
the  territory  served.  This  legend  is  rather  abbreviated. 
What  it  means  is  that  any  vendor  to  whom  the  code  letter 
L  is  applied  is  a  vendor  who  maintains  a  place  of  business 
other  than  a  sales  office,  in  territory  in  which  [2730]  any  of 
the  companies  in  the  Philadelphia  System,  except  Kentucky- 
West  Virginia  Gas  Company,  operates.  Conversely,  the 
letter  “0”  indicates  that  the  vendor  so  coded  does  not  main¬ 
tain  such  a  place  of  business. 

Mr.  Hackney:  I  renew  my  offer  of  Philadelphia  Exhibit 
No.  80. 
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[Followed  by  an  objection  by  Commission  counsel,  on 
which  the  Examiner  ruled  as  follows :] 

[2731]  I  will  overrule  the  objection  and  the  exhibit  will 
come  in. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  the  exhibit  shows  the  names  of  eleven 
companies  in  the  Philadelphia  Group  who  make  purchases 
from  Bankers  Lithographing  Company,  I  believe?  A. 
Yes,  sir. 

Q.  And  the  names  of  the  companies?  A.  Yes,  sir. 

Q.  What  types  of  material  were  purchased  during  1947 
by  these  companies  from  Bankers  Lithographing  Company? 
A.  Letterheads,  paychecks,  vouchers  and  operating  report 
sheets. 

Q.  Did  you  investigate  to  determine  whether  any  of 
these  companies  obtained  quantity  discounts  from  the 
Bankers  Lithographing  Company?  A.  Yes,  I  did.  The 
discounts  were  obtained  and  were  based  on  the  volume  of 
purchases,  combined  purchases,  for  all  of  the  companies. 

Q.  Did  you  investigate  to  determine  whether  the  quan¬ 
tity  [2732]  discounts  would  be  the  same  for  the  Light  Com¬ 
pany  group  or  any  other  group  on  segregation  as  they  are 
for  the  entire  Philadelphia  Company  System  at  the  present 
time?  A.  Yes,  I  did  investigate  it.  For  example,  I  found 
that  with  respect  to  pay  checks  the  combined  purchasing 
power  of  the  various  companies  now  purchasing  from 
Bankers  Lithographing  Company  enables  those  companies 
to  obtain  a  20  per  cent  discount  from  that  vendor  under 
1947  prices,  by  reason  of  volume. 

I  have  further  investigated  and  found  that  the  com¬ 
panies  in  the  Light  Company  group  alone,  based  upon  the 
volume  of  purchases  of  pay  checks  which  they  originate. 
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would  not  have  a  sufficient  volume  of  purchases  of  pay 
checks  to  enable  them  to  obtain  a  20  per  cent  discount  from 
Bankers  Lithographing  Company.  The  discount  which 
would  be  available  to  the  companies  in  the  Light  group 
alone  would  be  10  per  cent,  at  1947  prices. 

Xeither  the  Gas  group  nor  the  Transportation  group 
nor  Philadelphia  Company  and  Equitable  Real  Estate  Com- 
pany  combined  as  a  separate  group  has  a  sufficient  volume 
of  purchases  of  pay  checks  to  enable  them  to  obtain  a 
20  per  cent  discount.  If  pay  cheeks  were  purchased  from 
this  company  by  the  separate  groups  acting  separately, 
the  discount  at  1947  prices  would  be  5  per  cent  for  the 
Gas  group,  10  per  cent  for  the  Transportation  group 
[2733]  and  5  per  cent  for  the  Philadelphia  Company 
and  Equitable  Real  Estate  Company  combined.  If  the 
combined  purchases  of  pay  checks  were  added  to  the 
purchases  of  the  Light  group  the  resulting  discount 
would  still  be  10  per  cent.  This  information  is  based  on 
quotations  supplied  by  Mr.  L.  Jacobs,  President  of  Bankers 
Lithographing  Company,  on  June  25,  1947.  These  dis¬ 
counts  were  established  by  that  company  on  March  22, 1946 
and  have  been  continuously  in  effect  since  that  date,  as 
appears  from  the  records  of  the  purchasing  department. 

Q.  What  is  the  total  number  of  pay  checks  purchased 
by  all  of  the  companies  in  the  Philadelphia  Company 
system  from  Bankers  Lithographing  Company  for  their 
1947  requirements,  and  what  was  the  dollar  amount  paid 
therefor?  A.  A  total  of  267,000  pay  checks  were  pur¬ 
chased  from  Bankers  Lithographing  Company  during  1946 
by  companies  in  the  Philadelphia  Company  System,  and 
this  figure  represents  their  entire  requirements  for  1947. 
The  total  purchase  price  paid  was  $606.10. 

This  price  reflects  a  20  per  cent  discount  from  list 
prices. 
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Q.  Did  you  investigate  to  determine  whether,  in  the 
event  of  segregation  of  these  companies  into  separate 
groups,  it  would  be  necessary  for  the  purchasing  depart¬ 
ment  for  each  group  to  maintain  a  similar  set  of  vendor 
records?  A.  Yes,  I  have.  The  maintenance  of  a  vendor 
record  is  [2734]  an  ordinary  and  regular  practice  in  depart¬ 
ments  doing  purchasing  work.  It  is  obvious  that  after 
segregation,  each  resulting  group  would  find  it  necessary 
to  maintain  its  own  vendor  records,  and  there  would  be  as 
many  sets  of  vendor  records  maintained  as  there  are  groups. 

Q.  How  many  salesmen  of  the  Bankers  Lithographing 
Company  call  on  the  purchasing  department  of  the  Phila¬ 
delphia  Company  and  subsidiary  companies?  A.  There 
is  one  salesman  that  calls. 

Q.  How  many  members  of  the  purchasing  department 
are  called  upon  by  that  salesman?  A.  One  buyer  in  the 
purchasing  department,  who  is  Mr.  M.  M.  Yorgey. 

Q.  In  the  event  of  segregation  of  these  companies  into 
separate  groups,  how  many  buyers  or  purchasing  depart¬ 
ment  representatives  would  the  same  representative  of  the 
Bankers  Lithographing  Company  have  to  call  upon  ?  A. 
Obviously  the  salesman  for  Bankers  Lithographing  Com¬ 
pany  would  have  to  call  on  as  many  buyers  as  there  would 
be  groups  of  companies  after  segregation.  This  means  that 
if  there  are  three  groups  of  companies  after  segregation, 
three  purchasing  department  representatives  would  be 
required  to  perform  the  work  with  respect  to  the  purchase 
of  materials  from  Bankers  Lithographing  Company  that 
is  presently  performed  by  one  man,  Mr.  Yorgey. 

[2735]  This  situation  which  you  have  just  described 
with  respect  to  the  work  performed  in  the  Purchasing 
Department  with  respect  to  Bankers  Lithographing  Com¬ 
pany,  is  that  true  with  respect  to  other  vendors  from  which 
these  companies  purchase  materials?  A.  Yes.  This  is 
shown  by  the  figures  set  forth  on  Philadelphia  Electric 
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Company’s  Exhibit  79.  Snch  Exhibit  shows  that  the  total 
number  of  different  vendors  with  which  all  companies  in 
the  Philadelphia  Company  System  purchased  materials  in 
1946  was  3,054.  However,  all  of  the  companies  in  the  Light 
group  during  the  same  period  dealt  with  1,790  different 
vendors.  All  of  the  companies  in  the  Gas  group  dealt  with 
1,443  different  vendors,  all  of  the  companies  in  the  Trans¬ 
portation  group  during  the  same  period  dealt  with  872 
different  vendors,  and  all  of  the  companies  in  the  miscel¬ 
laneous  group  during  the  same  period  dealt  with  118 
vendors.  The  total  number  of  different  vendors  with  which 
each  group  purchased  materials  during  1946  amounted  to 
4,223.  This  latter  figure,  of  course,  contains  1,169  vendors 
who  have  been  duplicated  in  the  count,  because  of  the  fact 
that  materials  were  purchased  from  them  by  more  than  one 
group.  As  I  have  previously  stated,  a  vendor  record  is 
maintained  for  each  vendor  from  whom  purchases  are  made. 
This  means  that  on  the  basis  of  one  vendor  record  for  each 
vendor,  1,169  additional  vendor  records  would  have  to  be 
maintained  in  the  event  of  [2736]  segregation,  in  addition 
to  the  number  that  are  now  maintained  on  the  basis  of  1946 
figures.  It  also  means  that  in  the  event  of  segregation  the 
various  purchasing  departments  of  the  segregated  groups 
will  have  to  deal  with  the  equivalent  of  1,169  additional 
vendors  and  perform  with  respect  to  such  additional 
vendors  all  of  the  attendant  purchasing  activities  and 
record  maintenance  that  is  involved  in  dealing  with  any 
vendor.  This  last  point  is  illustrated  by  the  fact  that  the 
purchasing  department  records  will  show  that  the  number 
of  interviews  held  between  outside  callers  and  members  of 
the  purchasing  department  during  1946  amounted  to  4,730. 
In  the  case  of  a  vendor  such  as  Bankers  Lithographing 
Company,  which  sells  to  companies  in  more  than  one  group, 
it  is  obvious  that  in  the  event  of  segregation  the  aggregate 
amount  of  time  spent  by  members  of  various  purchasing 
departments  of  the  segregated  groups  with  the  represen¬ 
tative  of  Bankers  Lithographing  Company  would  greatly 
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exceed  the  amount  of  time  presently  spent  by  one  man  in 
the  Purchasing  Department  who  handles  the  interviews  with 
Bankers  Lithographing  Company’s  representatives  with 
respect  to  all  of  the  companies  in  all  of  the  groups. 

Q.  Mr.  Coffman,  at  page  1998  of  the  transcript,  Mr. 
Guttmann  asked  you  whether  it  was  not  a  fact  that  prac¬ 
tically  all,  if  not  all  of  the  materials  that  are  purchased  for 
use  by  the  electric  companies  are  cataloged  by  the  various 
supplying  houses.  [2737]  Can  you  answer  that  question? 
A.  That  is  not  a  fact.  Many  items  are  purchased  from 
vendors  maintaining  catalogs  which  are  not  listed  on  those 
catalogs.  An  example  of  this  is  a  replacement  order  of 
high  pressure  turbine  blading,  which  must  be  purchased 
from  Westinghouse  Electric  Corporation,  because  that 
company  manufactured  the  turbine.  While  it  is  true  that 
many  of  the  items  purchased  for  the  electric  group  are 
cataloged  by  an  individual  supplier,  it  does  not  follow  that 
the  same  item  will  be  cataloged  by  all  of  the  suppliers  of 
the  same  item.  Moreover,  there  is  no  uniformity  in  assign¬ 
ing  catalog  numbers  by  the  various  supplies.  Under  con¬ 
ditions  which  have  prevailed  since  and  during  the  war, 
catalogs  and  catalog  numbers  have  little  significance  be¬ 
cause  most  of  them  are  out  of  date  and  the  suppliers  have 
not  produced  up  to  date  catalogs. 

It  is  unlikely  that  up  to  date  catalogs  will  be  produced 
until  prices  and  adequate  supplies  of  raw  materials  have 
become  stabilized. 

Even  when  up  to  date  catalogs  are  available,  the  prac¬ 
tice  of  the  purchasing  department  of  these  companies  is 
such  that  little  use  is  made  of  catalog  numbers.  It  is  the 
practice  of  the  purchasing  department  to  purchase  all  ma¬ 
terials  by  competitive  bidding,  except  only  in  the  instance 
of  materials  which  must  be  purchased  from  a  single  sup¬ 
plier.  An  example  of  a  single-supplier  item  which  must  be 
purchased  from  one  [2738]  company  is  a  replacement  part 
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for  an  existing  piece  of  equipment  and  a  specific  example 
of  such  a  replacement  part  is  a  high  pressure  blading  re¬ 
placement  for  a  steel  turbine  manufactured  by  "Westing- 
house  Electric  Corporation. 

The  bidding  procedure  which  is  followed  in  the  purchase 
of  all  items  except  single-supplier  items  must  of  necessity 
be  based  upon  specifications  as  distinguished  from  catalog 
numbers,  and  any  attempt  to  conduct  the  bidding  procedure 
by  the  use  of  the  catalog  number  of  a  single  supplier  would 
handicap  that  type  of  purchasing  procedure  and  tend  to 
defeat  its  purpose. 

Q.  At  transcript  1999  you  were  asked  by  Mr.  Guttmann 
what  specific  skills  would  entitle  a  General  Purchasing 
Agent  of  the  Electric  group  of  companies  to  a  $12,000 
annual  salary.  At  the  same  page  of  the  transcript  you  were 
also  asked  whether  there  was  any  difference  between  the 
post  of  General  Purchasing  Agent  for  the  Electric  Group 
of  companies  and  the  post  of  General  Purchasing  Agent  for 
the  Transportation  group  of  companies.  Will  you  please 
outline  what  factors,  in  your  judgment,  would  entitle  a  gen¬ 
eral  purchasing  agent  of  an  electric  group  of  companies  to 
a  $12,000  annual  salary,  or  a  salary  which  is  $4,800  larger 
than  the  salary  which  you  have  assigned  to  a  General  Pur¬ 
chasing  Agent  of  the  Transportation  group  of  companies? 
[2739]  A.  My  judgment  was  based  upon  the  conditions 
which  I  found  existent  in  the  particular  electric  group  of 
companies  and  the  particular  transportation  group  of  com¬ 
panies  in  the  Philadelphia  Company  system.  I  found  that 
a  purchasing  agent  for  this  particular  electric  group  of 
companies  is  directing  the  purchases  of  approximately 
25,000  items  for  Duquesne  Light  Company  alone  as  con¬ 
trasted  with  approximately  14,000  items  which  are  pur¬ 
chased  for  the  Pittsburgh  Railway  Company.  I  also  found 
that  there  is  considerably  more  skill,  specialized  skill,  re¬ 
quired  for  the  purchase  of  the  equipment  and  supplies  for 
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an  electric  utility  than  is  required  for  the  purchase  of  equip¬ 
ment  and  supplies  for  a  street  railway  operation. 

I  base  this  latter  judgment  upon  a  comparison  of  the 
nature  of  Duquesne  Light  Company’s  electric  utility  system 
with  the  type  of  system  operated  by  the  street  railway  com¬ 
pany.  The  electric  utility  system  we  are  here  dealing  with 
has  four  power  generating  plants.  It  has  a  large  high 
tension  transmission  system  and  a  very  extensive  distribu¬ 
tion  system  extending  throughout  Allegheny  and  Beaver 
Counties  in  western  Pennsylvania.  The  electric  utility  sys¬ 
tem  operates  at  a  wide  variety  of  voltages.  Duquesne  Light 
Company  generates  electricity  at  11,000  volts.  It  transmits 
it  throughout  its  high  voltage  transmission  system  at  66,000 
volts.  It  also  conducts  its  immediate  transmission  oper¬ 
ations  at  22,000  volts.  This  is  followed  by  a  voltage  reduc¬ 
tion  to  4,000  volts  for  distribution  [2740]  to  commercial 
customers  and  light  industrial  customers.  It  also  makes  a 
separate  reduction  to  10,000  volts  for  its  large  and  extensive 
street  lighting  operations.  A  further  reduction  occurs  for 
its  distribution  operations  for  residential  service  at  115 
volts. 

In  the  operating  of  Duquesne  Light  Company  system, 
large  turbo-generating  units,  oil  circuit  breakers,  and 
hundreds  of  items  of  electrical  accessories  are  used  in  the 
various  generating  stations  and  in  the  transmission  and 
distribution  systems  there  is  a  wide  variety  of  specialized 
items  required  such  as  power  transformers,  station  type 
lightning  arresters,  substation  equipment,  voltage  regu¬ 
lators,  oil  circuit  breakers,  overhead  and  underground  con¬ 
ductors,  steel  towers,  underground  network  protectors  and 
network  transformers  for  underground  use.  This  list  is 
not  at  all  exhausted ;  on  the  other  hand,  the  electric  system 
of  the  street  railway  system  of  the  Pittsburgh  Railways 
Company  is  very  simple  from  an  electrical  operating  stand¬ 
point.  Pittsburgh  Railways  operates  at  only  one  voltage, 
which  is  600  volts  direct  current.  This  is  a  standard  prac- 
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tice  among  street  railway  companies.  Because  no  electrical 
energy  is  generated  by  Pittsburgh  Railways,  it  has  need 
only  for  conversion  and  transmission  equipment.  This  elec¬ 
trical  equipment  consists  largely  of  rotary  converters,  small 
circuit  breakers,  brake  switches,  relays  and  disconnecting 
switches,  and  two  types  of  overhead  conductors.  One  type 
is  feeder  cable  of  [2741]  250,000  or  500,000  circular  mill  size 
and  the  other  type  is  two  round  copper  or  bronze  trolley 
wire.  I  also  found  that  the  mechanical  equipment  as  dis¬ 
tinguished  from  electrical  equipment  which  is  used  by  an 
electric  utility  such  as  Duquesne  Light  Company  is  much 
more  extensive  and  complex  than  is  the  mechanical  equip- 
tnent  utilized  in  a  street  railway  operation  such  as  that  of 
Pittsburgh  Railways  Company.  In  the  case  of  this  par¬ 
ticular  electric  utility,  it  is  necessary  to  purchase  such  items 
Of  mechanical  equipment  as  large  steam  generating  equip- 
inent,  circulating  water  pumps,  surface  condensers,  feed 
water  pumps,  traveling  water  screens,  coal  conveying  sys¬ 
tems,  air  pre-heaters  and  coal  pulverizers.  In  addition,  it 
is  also  necessary  to  purchase  the  equipment  needed  for  two 
large  coal  mining  operations  which  are  mechanized.  On 
the  other  hand,  the  mechanical  equipment  of  the  street  rail¬ 
way  system  consists  largely  of  track  and  roadway  material 
and  street  cars  themselves.  Street  cars  and  certain  types 
of  mining  equipment  could,  of  course,  be  classified  as  either 
mechanical  equipment  or  electrical  equipment  or  as  both. 
However,  regardless  of  how  the  street  cars  and  mining 
equipment  are  classified,  I  do  not  believe  that  the  magnitude 
of  either  the  electrical  equipment  or  mechanical  equipment 
of  the  street  railway  operation  is  any  way  near  as  great 
as  that  encountered  in  an  electric  utility  such  as  Duquesne 
Light  Company. 

In  reaching  my  judgment  that  a  salary  differential  was 
[2742]  justified  in  favor  of  the  general  purchasing  agent 
for  the  light  group,  I  also  considered  the  fact  that  the  pur¬ 
chasing  operations  for  the  light  company  group  are  of  far 
greater  magnitude  in  dollar  amount  than  the  purchasing 
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activities  for  the  transportation  group.  In  addition,  I  also 
took  into  account  the  fact  that  the  Pittsburgh  Railways 
system  is  in  the  hands  of  trustees  and  is  being  operated 
under  court  order  and  that  this  fact  will  enter  into  the 
salary  level  to  be  paid  by  the  company  so  operated. 

Q.  Will  you  please  explain  why  you  assigned  to  the  gas 
group  of  companies  on  segregation  a  general  purchasing 
agent  at  an  annual  salary  of  $8400,  which  is  less  than  the 
salary  which  you  have  given  to  the  general  purchasing  agent 
for  the  electric  group  and  more  than  the  salary  which  you 
have  assigned  to  the  transportation  group?  A.  Well, 
here  again  my  judgment  was  based  upon  conditions  which 
I  found  existing  in  the  particular  gas  group,  a  particular 
electric  group,  and  the  particular  transportation  group  of 
companies  in  the  Philadelphia  Company  system.  I  found 
in  examining  the  gas  utility  system  of  the  Equitable  Gas 
Company  and  Pittsburgh  and  West  Virginia  Gas  Company 
that  the  principal  items  which  were  purchased  by  the  pur¬ 
chasing  department  for  these  companies  consisted  of  pipe 
for  high  pressure  transmission  lines  and  pipe  for  high  and 
low  pressure  distribution  lines,  casing  and  tubing  for  well 
drilling  operations,  [2743]  well,  baling  equipment,  gas 
dehydration  equipment,  gas  cooling  equipment,  valves  and 
fittings  for  transmission  lines  and  distribution  lines,  various 
types  of  gas  meters  for  domestic  and  industrial  use,  gas 
pressure  regulators,  gas  compressors  and  gas  engines. 
This  fist  is  not  exhausted,  of  course,  but  is  illustrative. 

In  comparing  the  type  of  material  and  equipment  re¬ 
quired  for  these  gas  utilities  with  the  type  required  for 
Duquesne  Light  Company,  I  concluded  that  considerably 
more  specialized  skill  was  required  for  the  purchase  of  the 
equipment  for  an  electric  utility.  I  also  found  that  the 
magnitude  and  complexity  of  purchasing  operations  for 
Duquesne  Light  Company  far  exceeded  those  of  the  gas 
companies. 
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As  betvreen  the  salary  to  be  assigned  a  purchasing  agent 
fbr  the  electric  group  and  the  salary  to  be  assigned  to  the 
purchasing  agent  for  the  gas  group,  I  considered  that  the 
difference  in  skills  required  and  in  magnitude  of  operations 
conducted  warranted  the  differential  which  I  used.  Al¬ 
though  I  assigned  a  greater  salary  to  the  general  purchas¬ 
ing  agent  for  the  gas  companies  upon  segregation  than  I 
did  for  the  general  purchasing  agent  for  the  transporta¬ 
tion  companies,  I  did  not  base  this  differential  upon  any 
difference  in  skills  required  for  the  two  types  of  purchasing 
operations  nor  did  I  base  it  upon  the  magnitude  of  the  two 
types  of  purchasing  operations.  I  did,  however,  examine 
these  factors.  Here  I  was  confronted  [2744]  with  a  prac¬ 
tical  situation  in  which  I  felt  that  I  should  take  the  com¬ 
panies  as  I  found  them.  I  felt  that  the  realities  were  that 
with  the  transportation  companies  in  the  hands  of  bank¬ 
ruptcy  trustees,  the  likelihood  would  be  that  in  the  event 
of  segregation  the  bankruptcy  trustees  of  the  railways  com¬ 
pany  would  not  select  a  man  having  a  salary  level  as  high 
as  the  salary  level  which  would  be  commanded  by  the  pur¬ 
chasing  agent  for  the  electric  group  or  the  purchasing  agent 
for  the  gas  group. 

Q.  At  Page  1999  of  the  transcript  you  were  asked  by 
Mr.  Guttmann  whether  there  is  any  difference  between  the 
position  of  general  purchasing  agent  for  the  electric  group 
of  companies  and  the  position  of  general  purchasing  agent 
for  the  transportation  group  of  companies,  and  you  were 
asked  to  list  the  items  of  difference.  Have  you  any  com¬ 
ment  to  make  on  that?  A.  I  feel  I  have  already  an¬ 
swered  that  question. 

Q.  Also  at  Page  1999  of  the  transcript  Mr.  Guttmann 
noted  that  on  Sheet  S-I-4  of  Philadelphia  Exhibit  65-2,  three 
job  titles  are  shown  followed  by  an  asterisk  and  the  ex¬ 
planation  that  they  are  transferred  from  the  accounting 
department.  What  are  these  three  employees  and  where 
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are  they  presently  employed?  A.  The  printing  control 
clerk  who  is  listed  on  Sheet  8-1-4  and  noted  with  an  asterisk 
is  Mr.  Holstein.  He  is  the  same  individual  who  is  shown 
as  chief  of  the  printing  control  [2745]  division  of  the 
accounting  department  on  Sheet  3-G-1.3  of  Exhibit  P-63-2. 
The  draftsman  and  clerk  who  are  shown  on  Sheet  8-1-4  and 
noted  with  an  asterisk  is  Mr.  Gibbs.  He  is  the  same  indi¬ 
vidual  as  shown  as  draftsman  and  clerk  on  Sheet  3-G-1.3 
of  Exhibit  P-63-2.  The  stenographer  A  who  is  listed  on 
Sheet  8-1-4  and  noted  with  an  asterisk  is  Mrs.  Davis.  She 
is  the  same  individual  who  is  shown  as  a  stenographer  A 
in  the  printing  control  division  of  the  accounting  depart¬ 
ment  on  Sheet  3-G-1.3  of  Exhibit  P-63-2.  These  three  indi¬ 
viduals  were  employed  in  performing  the  functions  of  the 
printing  control  unit  of  the  accounting  department  during 
January,  1947,  and  are  still  performing  those  functions  at 
the  present  time  in  the  same  department. 

Q.  At  Page  2000  of  the  transcript  you  were  asked  by  Mr. 
Guttmann  how  recently  they  had  been  transferred  from  the 
accounting  department  to  the  purchasing  department.  Will 
you  explain  why  those  employees  are  listed  on  Page  8-1-4 
of  Philadelphia  Exhibit  65-2  as  transferred  from  the  ac¬ 
counting  department  to  the  purchasing  department?  A. 
At  the  time  of  my  original  investigation  in  January  of  1947, 
the  employees  in  the  printing  control  unit  were  in  the  ac¬ 
counting  department  as  I  have  shown  on  Sheet  3-G-1.3  of 
Exhibit  P-63-2.  However,  I  found  at  that  time  that  con¬ 
sideration  was  actively  being  given  to  a  proposed  transfer 
of  the  employees  in  the  printing  control  unit  from  the  ac¬ 
counting  de-  [2746]  partment  to  the  purchasing  depart¬ 
ment  by  reason  of  the  fact  that  it  was  recognized  that  some 
of  the  functions  performed  by  the  printing  control  unit  were 
closely  related  to  activities  conducted  in  the  purchasing  de¬ 
partment.  Although  no  final  decision  had  been  reached  as 
to  the  proposed  transfer,  I  felt  that  the  proposal  under 
consideration  would  be  adopted.  I  treated  the  employees 


1774a  Testimony — Paul  B.  Coffman — Re-direct. 

in  tie  printing  control  unit  in  my  study  as  if  they  had  been 
transferred  from  the  accounting  department  to  the  pur¬ 
chasing  department.  This  treatment  of  the  printing  con¬ 
trol  unit  upon  segregation  was  purely  for  purposes  of  my 
study  and  Sheet  S-I-4.4  of  Exhibit  P-65-2  reflects  this 
treatment.  I  might  say  that  I  felt  also  that  it  made  no 
difference  for  the  purposes  of  my  study  which  of  the  two 
departments  contained  the  printing  control  unit  since  the 
distribution  of  costs  of  that  unit  would  be  made  on  the  same 
basis  in  each  ease.  I  found  since  the  time  of  my  investiga¬ 
tion  in  January  of  1947,  that  the  employees  in  the  printing 
control  unit  are  still  in  the  accounting  department  and  that 
a  final  decision  with  respect  to  the  proposed  transfer  has 
been  indefinitely  deferred  by  the  companies.  I  also  found 
that  on  May  1,  1947,  the  office  space  used  by  the  employees 
and  the  printing  control  unit  has  been  changed.  Up  to 
May  1,  1947,  they  were  located  in  the  Oliver  Building,  a 
commercial  office  building  in  downtown  Pittsburgh.  Since 
May  1  they  have  moved  their  offices  to  the  eight  floor  of  the 
Duquesne  Building  in  downtown  Pittsburgh. 

[2747]  The  Examiner:  We  will  take  a  recess  for  five 
minutes. 


(Recess  taken.) 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  at  Page  2000  of  the  transcript,  Mr. 
Guttmann  asked  you  whether  you  had  ascertained  what 
the  functions  were  of  the  employees  in  the  printing  control 
unit.  Have  you  checked  on  that  matter?  A.  Yes,  I  have. 
The  printing  control  unit  applies  principles  of  standard¬ 
ization  and  simplification  to  obtain  for  the  great  majority 
of  printed  forms  used  by  these  companies  the  economies 
of  mass  production  ordinarily  available  only  to  those 
forms  which  have  a  large  annual  usage.  This  is  accom¬ 
plished  through  the  accrual  and  coordination  of  orders  to  be 
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placed  for  this  type  of  form  by  means  of  monthly  inven¬ 
tories  scheduled  according  to  paper,  color,  size,  and  print¬ 
ing  process.  In  order  to  achieve  maximum  economies,  this 
unit  sees  that  these  schedules  are  kept  up  to  date  through 
constant  standardization  of  new  forms,  revisions  of  old 
forms  and  checks  inactivities  to  determine  obsolescence. 
The  printing  control  unit  applies  the  same  general  prin¬ 
ciples  to  the  extent  possible  to  special  printing  jobs  such  as 
the  Duquesne  Light  Company  registration  statement  which 
is  now  being  printed.  Daily  printing  schedules  are  made  to 
dovetail  with  the  flow  of  copy  from  the  originating  sources 
so  that  the  labor  and  equipment  which  has  been  engaged 
can  most  profitably  be  utilized  with  a  minimum  of  non¬ 
productive  [2748]  time. 

Q.  At  Page  2001  of  the  transcript,  Mr.  Guttmann  asked 
you  whether  in  the  course  of  your  investigation  you  had 
found  that  Philadelphia  Company  and  subsidiary  companies 
had  a  contract  with  Pettingill,  Inc.,  calling  for  Pettingill  to 
do  work  of  the  same  nature  and  description  as  that  per¬ 
formed  by  the  printing  control  unit  within  the  companies. 
At  the  same  page  he  also  asked  you  what  you  did  about  the 
Pettingill  arrangement  in  segregation  and  whether  there 
was  any  duplication  between  the  work  that  Pettingill,  Inc. 
could  do  and  the  work  that  the  printing  control  unit  does. 
Will  you  explain  this?  [2749]  A.  Since  October  31, 
1941,  all  contractual  arrangements  between  these  companies 
and  Pettingill,  Inc.  expired  and  were  not  renewed.  At  the 
present  time  neither  Pettingill,  Inc.  nor  any  other  outside 
agency  performs  work  for  these  companies  of  the  same 
nature  and  description  as  that  performed  by  the  printing 
control  unit  within  the  companies.  Obviously  I  did  nothing 
about  the  Pettingill  agreement  in  segregation. 

Q.  At  page  2002  of  the  transcript  you  were  asked  by  Mr. 
Guttmann  whether  you  had  checked  the  records  of  any 
utilities  to  ascertain  whether  there  is  greater  economy  in 
having  your  printing  work  done  within  the  company  rather 
than  having  it  done  on  the  outside  as  is  presently  the  case. 
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Have  you  made  any  such  investigation?  A.  I  find  that 
these  companies  have  had  some  experience  in  connection 
•with  having  their  printing  -work  done  by  their  own  printing 
plant  and  that  it  is  their  conclusion,  based  on  their  own 
experience,  that  the  necessary  invested  capital  and  the 
necessary  labor  required  to  do  the  variety  of  printing  -work 
which  is  involved  would  not  justify  the  existence  of  a  com¬ 
pany  owned  and  operated  printing  plant.  In  the  late  1920’s 
Equitable  Gas  Company  owned  and  operated  its  own  print¬ 
ing  plant  which  was  used  to  print  those  forms  having  a 
large  annual  usage  among  the  various  companies  in  the 
Philadelphia  Company  system.  After  a  study  of  the  re¬ 
sulting  costs,  this  plant  was  discontinued  as  uneconomical. 
It  was  found  that  [2750]  greater  economies  were  possible 
when  standard  specifications  were  written  and  the  work 
contracted  to  outside  printers. 

Q.  At  page  2003  of  the  transcript  you  were  asked  about 
the  personnel  in  the  purchasing  department  which  handles 
purchase  orders  and  other  related  clerical  work.  Will  you 
explain  who  does?  A.  When  a  purchase  requisition  or 
repeat  requisition  has  been  received  by  a  buyer  in  the  pur¬ 
chasing  department  and  has  been  reviewed  by  him,  in¬ 
quiries  requesting  rates  are  sent  out  to  a  list  of  qualified 
bidders.  Such  inquiry  will,  of  course,  go  only  to  one  sup¬ 
plier  in  the  case  of  a  single  supplier  item.  When  the  suc¬ 
cessful  bidder  is  selected,  the  buyer  authorizes  the  issuance 
of  a  purchase  order.  The  purchase  order  is  then  written  by 
one  of  three  order  writers  whose  entire  time  is  devoted  to 
the  writing  of  purchase  orders.  The  order  is  then  checked 
by  the  personnel  in  the  order-writing  group  for  accuracy 
and  then  given  to  the  buyer  for  signature.  After  the  pur¬ 
chase  order  has  been  signed  by  the  buyer,  it  is  then  routed 
back  to  the  order-writing  group  where  the  several  copies 
of  the  order  are  segregated  and  mailed  to  the  vendor  and  to 
the  other  interested  departments  of  the  company  for  whom 
the  order  was  written.  The  No.  2  copy  of  the  purchase 
order  is  given  to  one  of  three  invoice  clerks  who  places  it  in 
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a  loose  leaf  open  order  book  for  future  reference  at  such 
time  as  the  invoice  is  received  with  respect  [2751]  to  the 
amount  billed  and  for  checking  the  unit  price  and  total 
billing  price  for  each  item.  When  the  material  covered  by 
the  order  has  been  completely  shipped  and  has  been  billed, 
the  order  is  then  considered  as  completed.  The  invoice  clerk 
then  withdraws  the  order  from  the  open  order  book  and 
gives  it  to  the  vendor  record  clerk  who  posts  the  informa¬ 
tion  found  on  the  order  in  the  appropriate  vendor  record. 
The  vendor  record  clerk  then  gives  the  completed  order  to 
the  file  clerk  who  places  it  in  a  completed  order  book. 

Q.  At  page  2003  of  the  transcript  you  were  asked  how 
many  copies  of  purchase  orders  are  prepared  in  the  pur¬ 
chasing  department.  Can  you  give  us  the  answer?  A. 
Eight  copies  are  made  of  all  purchase  orders  written  in 
the  purchasing  department  except  in  the  case  of  purchase 
orders  covering  requisitions  originating  with  the  engineer¬ 
ing  and  construction  division  of  the  Duquesne  Light  Com¬ 
pany  in  reference  to  construction  projects  of  Duquesne 
Light  Company.  In  this  latter  type  of  case  a  separate 
purchase  order  is  used  which  bears  different  printed  serial 
numbers  than  the  regular  form  of  purchase  order  and  is 
designated  construction.  Fourteen  copies  of  construction 
orders  for  Duquesne  Light  Company  are  made  at  one  time 
in  the  purchasing  department  on  an  Electromatic  typewriter 
which  is  owned  by  the  Duquesne  Light  Company.  In  the 
case  of  the  regular  purchase  order  form,  copy  No.  1  goes 
to  the  vendor ;  copy  No.  2  is  retained  in  the  [2752]  purchas¬ 
ing  department  files,  filing  alphabetically  by  vendors’ 
names.  Copy  No.  3  goes  to  the  auditor  of  disbursements. 
Copy  No.  4  goes  to  the  traffic  man  in  the  stores  department. 
Copies  Nos.  5  and  6  go  to  the  storekeeper  if  the  materials 
are  to  be  carried  in  the  material  and  supplies  accounts,  but 
otherwise  to  the  department  ordering  the  material  which 
will  be  charged  direct  to  a  particular  maintenance  account 
or  construction  project.  In  either  case  No.  5  will  be  used 
as  a  receiving  record  copy  and  No.  6  will  be  used  as  an 
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office  record  copy.  Copy  No.  7  goes  to  the  stores  account 
and  copy  No.  8  is  a  purchasing  department  extra  file  copy 
filed  numerically  according  to  company  serial  numbers. 
In  the  ease  of  the  purchase  order  form  used  for  Duquesne 
Light  Company  construction  jobs,  copy  No.  1  goes  to  the 
vendor,  copy  No.  2  is  retained  for  the  purchasing  depart¬ 
ment’s  files  for  filing  alphabetically  by  vendors’  names. 
Copy  No.  3  goes  to  the  auditor  of  disbursements.  Copy 
No.  4  goes  to  the  traffic  man  in  the  stores  department. 
Copies  Nos.  5  and  6  go  to  the  storekeeper  if  the  materials 
are  to  be  carried  in  materials  and  supplies  accounts,  but 
otherwise  to  the  department  ordering  the  material  which 
will  be  charged  direct  to  a  particular  maintenance  account 
or  construction  project.  In  either  case  No.  5  wall  be  used 
as  a  receiving  record  copy  and  No.  6  will  be  used  as  an 
office  record  copy.  Copy  No.  7  goes  to  the  stores  accountant. 
Copy  No.  8  goes  to  the  [2753]  engineer  who  sponsored  the 
original  requisition.  Copy  No.  9  goes  to  the  general  super¬ 
intendent  of  construction.  Copy  No.  10  goes  to  the  material 
man  at  the  job  location.  Copy  No.  11  goes  to  the  office 
manager  of  the  engineering  and  construction  department. 
Copy  No.  12  goes  to  the  person  who  actually  received  the 
material  and  is  used  to  record  the  receipt  thereof.  Copy 
No.  13  goes  to  the  general  storekeeper.  And  Copy  No.  14 
is  an  extra  purchasing  department  file  copy  used  for  the 
numerical  filing  according  to  serial  numbers. 

Copy  No.  12  is  used  exclusively  by  the  construction 
division  as  memorandum  record  to  record  receipt  of  the 
material  on  the  job  either  from  the  store  or  from  the  carrier. 
Copy  No.  5,  however,  is  the  only  official  receiving  record. 

Q.  At  page  2004  of  the  transcript  Mr.  Guttmann  asked 
you  whether  in  your  conversation  with  Mr.  Wenz  you  were 
told  by  Mr.  Wenz  that  at  the  present  time  a  committee  is 
considering  ways  and  means  of  reducing  the  number  of 
copies  of  purchase  orders  presently  made  and  whether 
Mr.  Wenz  stated  that  in  his  judgment  the  present  number 
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of  copies  that  are  made  constitutes  a  hardship.  You  stated 
that  you  did  not  recall.  Have  you  made  any  further  inquiry? 
A.  Yes,  I  have.  It  is  possible,  of  course,  that  in  my  original 
conversation  with  Mr.  Wenz  this  subject  may  have  been 
mentioned.  I  still  do  not  recall  whether  he  told  me  at  that 
[2754]  time  that  such  a  committee  was  functioning  or 
whether  he  expressed  any  such  judgment.  In  any  event, 
the  number  of  copies  of  purchase  orders  produced  has  no 
bearing  whatever  on  my  study  as  to  the  costs  arising  from 
segregation.  The  reason  is  that  if  the  number  of  copies 
of  purchase  orders  was  reduced,  whatever  economies  might 
result  from  such  change  would  not  result  from  segregation 
and  I  did  not  consider  that  any  such  saving  would  be 
attributable  to  segregation.  Whether  or  not  the  number 
of  copies  of  purchase  orders  made  should  be  reduced  is 
strictly  a  managerial  problem.  If  the  economies  could  be 
achieved  thereby,  they  could  just  as  well  be  achieved  before 
segregation  as  after  segregation.  As  I  stated  in  my  original 
testimony,  I  did  not  conclude  that  the  elimination  of  six 
copies  of  the  Duquesne  Light  Construction  purchase  orders 
would  have  any  appreciable  effect  upon  the  work  load  of 
the  department  because  the  only  work  load  involved  in 
making  extra  copies  is  the  sorting  of  the  extra  copies  and 
mailing  them  out  to  various  officers  in  the  system.  I  have 
made  a  point  of  discussing  this  matter  with  Mr.  Wenz 
since  the  last  hearing.  I  find  that  such  a  committee  is  pres¬ 
ently  at  work,  although  it  has  reached  no  definite  conclu¬ 
sions.  I  also  find  that  Mr.  Wenz  is  currently  exploring  the 
subject  but  that  he  has  reached  no  definite  conclusions  with 
respect  to  how  many,  if  any,  of  the  purchase  orders  can 
be  eliminated.  From  his  standpoint  he  feels  that  it  would 
[2755]  be  desirable  to  achieve  complete  uniformity  as  to 
the  number  of  copies  made  of  all  purchase  orders  within 
the  department.  It  also  is  his  opinion  that  the  reduction 
of  the  number  of  copies  of  purchase  orders  written  with 
respect  to  Duquesne  Light  Company  construction  jobs  to 
either  copies  would  not  have  any  appreciable  effect  on  the 
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work  load  of  his  department  as  the  only  work  that  is  in¬ 
volved  with  respect  to  the  six  additional  copies  is  the  work 
of  sorting  and  mailing. 

Q.  At  pages  1997  and  2005  of  the  transcript  you  were 
asked  whether  you  had  given  consideration  to  the  question 
of  efficiency  with  which  certain  operations  in  the  purchasing 
department  were  conducted  and  you  answered  that  you  had 
not  done  so.  Why  did  you  not  feel  it  is  necessary  to  do  so? 
A.  I  can  answer  that  best  this  way.  The  efficiency  with 
which  a  given  operation  is  conducted  in  the  purchasing 
department  or  any  other  department  did  not  enter  into 
my  study  in  any  way.  If,  for  example,  we  assumed  that 
improved  efficiency  in  the  conduct  of  any  given  operation 
would  result  in  savings,  it  is  obvious  that  any  such  savings 
wduld  not  be  attributable  to  segregation.  Any  such  saving 
could  as  well  be  accomplished  before  as  after  segregation. 
As  I  have  stated  many  times  in  this  case,  in  my  study  I 
took  the  companies  as  I  found  them  in  January  of  1947. 

Q.  At  page  2006  of  the  transcript  you  were  asked  by  the 
Examiner  whether  you  could  give  us  a  breakdown  of  the 
[2756]  42,191  purchase  orders  which  were  written  during 
1946  for  all  of  the  companies  in  the  Philadelphia  Company 
system  by  the  purchasing  department  showing  how  many 
were  for  the  electric  companies,  how  many  were  for  the 
gas  companies,  and  how  many  for  the  transportation  com¬ 
panies.  Can  you  give  us  this  breakdown?  A.  The  num¬ 
ber  of  purchase  orders  written  by  the  purchasing  depart¬ 
ment  for  each  company  in  the  Philadelphia  Company  system 
during  the  calendar  year  1946  is  as  follows : 

Duquesne  Light  Company,  16,956; 

Equitable  Auto  Company,  5,657 ; 

Allegheny  County  Steam  Heating  Company,  576; 

Cheswick  &  Harmar  Railroad  Company,  95 ; 

Total  for  the  light  group,  23,284. 
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[2757]  Equitable  Gas  Company,  6,349; 

Pittsburgh  and  West  Virginia  Gas  Company,  3,153; 

Philadelphia  Oil  Company,  154; 

Finleyville  Oil  &  Gas  Company,  20; 

Total  for  the  Gas  group,  9,676. 

Pittsburgh  Railways  Company,  8,713; 

Pittsburgh  Motor  Coach  Company,  178; 

Total,  Transportation  group,  8,891. 

Philadelphia  Company,  83; 

Equitable  Real  Estate  Company,  257 ; 

Equitable  Sales  Company,  none ; 

Total,  Miscellaneous  group,  340. 

The  total  for  Philadelphia  Company  and  subsidiary 
companies,  42,191. 

As  I  have  explained  before,  the  number  of  purchase 
orders  written  is  the  same  as  the  number  of  purchase  orders 
processed  and  the  number  of  purchase  orders  issued. 

Q.  Also  at  page  2006  of  the  transcript  the  Examiner 
asked  you  about  the  dollar  amount  of  purchase  orders 
written  by  the  Purchasing  Department  for  the  Philadelphia 
Company  and  the  companies  in  the  Philadelphia  Company 
system  for  the  year  1946.  Also  at  page  2009  of  the  tran¬ 
script  the  Examiner  asked  you  to  supply  the  dollar  amount 
of  the  orders,  and  the  number  of  orders  for  the  various 
groups  of  companies.  At  the  same  page  the  Examiner  also 
asked  you  for  the  total  volume  of  all  [2758]  purchase 
orders  in  dollar  amounts  for  the  year  1946  and  for  a  break¬ 
down  to  show  what  dollar  amount  was  for  construction 
and  how  much  was  for  other  material  that  went  into  stores. 
Can  you  give  us  this  information?  A.  I  have  already 
given  the  number  of  purchase  orders  written  by  the  pur- 
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chasing  department  for  the  calendar  year  1946  by  com¬ 
panies  and  by  groups.  I  have  also  gathered  the  information 
needed  to  answer  the  other  questions  to  which  you  have 
just  referred. 

By  Mr.  Hackney: 

Q.  I  now  show  you  a  sheet  of  paper  which  has  been 
marked  Philadelphia  Exhibit  SI,  and  ask  you  to  explain 
that?  A.  This  sheet  marked  Philadelphia  Exhibit  81  is 
a  statement  prepared  by  me  from  the  records  of  the  com¬ 
panies,  showing  in  dollar  amount  and  by  companies  the 
total  volume  of  all  invoices  passed  by  the  purchasing 
department  of  the  Philadelphia  Company  and  subsidiary 
companies,  during  the  calendar  year  1946,  broken  down  to 
show  the  dollar  amount  of  purchases  for  construction  and 
the  dollar  amount  of  purchases  for  material  and  supplies 
which  went  into  stores.  It  is  entitled  “Statement  showing 
in  dollar  amount  and  by  companies  the  total  volume  of  all 
invoices  passed  by  the  purchasing  department  of  Phila¬ 
delphia  Company  and  subsidiary  companies  during  the 
calendar  year  1946  [2759]  broken  down  to  show  the  dollar 
amount  of  purchases  for  materials  and  supplies  which  went 
into  stores.” 

It  contains  four  columns.  The  first  column  is  headed 
“Company”  and  there  is  included  under  the  heading  the 
name  of  each  company  in  the  Philadelphia  Company  group 
for  which  purchases  were  made  during  1946.  These  com¬ 
panies  are  arranged  into  four  groups :  The  light  group,  the 
gas  group,  the  transportation  group  and  the  miscellaneous 
group.  The  second  column  is  entitled  “Total  dollar  value 
of  invoices  passed,  1946”.  The  third  column  is  entitled 
“Materials  which  went  into  stores,  1946”,  and  the  fourth 
column  is  entitled  “Materials  for  construction,  1946.” 

Opposite  the  name  of  each  company  in  each  group  is  a 
figure  under  each  of  the  other  headings  which  represents 
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the  dollar  amount  attributable  to  that  company  and  to  that 
group. 

[2760]  Mr.  Hackney:  I  now  offer  in  evidence  Philadel¬ 
phia  Exhibit  81. 

The  Examiner:  Is  there  objection? 

Mr.  Guttmann:  No  objection. 

The  Examiner:  It  will  come  in. 

By  Mr.  Hackney: 

Q.  What  is  the  total  dollar  figure  shown  in  this  exhibit 
for  Philadelphia  Company  and  subsidiary  companies? 
A.  It  is  $9,415,050  as  the  total  value  of  invoices  passed, 
$6,093,716  for  materials  which  went  into  stores  and 
$3,321,334  for  materials  for  construction. 

Q.  Mr.  Coffman,  why  does  this  exhibit  show  the  total 
dollar  value  of  the  invoices  passed,  rather  than  the  total 
dollar  value  of  purchase  orders  placed?  A.  For  all  prac¬ 
tical  purposes,  there  is  no  difference  between  the  dollar 
value  of  purchase  orders  placed  and  the  dollar  value  of 
invoices  approved.  The  reason  that  the  figures  that  I  have 
given  are  those  for  the  dollar  value  of  invoices  passed  is 
that  the  records  of  the  purchasing  department  are  not  and 
cannot  practically  he  maintained  in  a  way  which  makes  it 
possible  to  determine  precisely  the  total  dollar  value  of  all 
purchase  orders  written  in  any  given  calendar  year,  because 
of  the  fact  that  at  each  year-end  there  is  a  considerable 
[2761]  carry-over  of  purchase  orders  which  have  been 
placed  prior  to  the  end  of  the  year  hut  which  have  not  been 
shipped  or  hilled  until  after  the  end  of  the  year.  However, 
the  Purchasing  Department’s  records  do  show  the  total 
dollar  value  of  all  invoices  which  were  passed  during  a  given 
calendar  year  and  these  figures  which  I  have  used  do  rep¬ 
resent  the  dollar  value  of  the  purchases  completed  during 
a  given  year. 
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Q.  At  page  2006  of  the  transcript  the  Examiner  asked 
yon  whether  you  had  inquired  as  to  the  weighted  average  in 
dollar  amount  or  by  number  of  purchase  orders,  by  which 
the  costs  of  the  purchasing  department  were  distributed. 
He  also  asked  whether  they  were  distributed  purely  on  an 
arithmetical  number  of  purchase  orders.  Can  you  give  us 
the  answers  to  these  questions?  A.  As  I  have  previously 
testified,  the  percentages  used  for  the  distribution  of  sal¬ 
aries  and  other  expense  of  the  Purchasing  Department  are 
based  upon  the  arithmetical  number  of  your  orders  written 
by  the  Purchasing  Department  for  each  company  in  the 
Philadelphia  Company  System,  with  certain  adjustments 
made  to  the  percentage  figures  so  resulting.  I  have  already 
testified  as  to  the  nature  of  those  adjustments. 

Q.  At  page  2009  of  the  transcript  you  were  asked  by 
Mr.  Guttmann  to  supply  a  breakdown  showing  the  differ¬ 
ence  between  the  number  of  purchase  orders  written  and 
the  number  of  purchase  orders  actually  processed  during 
the  calendar  year  1946.  [2762]  Have  you  done  that? 

A.  Yes.  As  I  have  already  testified,  there  is  no  difference 
between  the  number  of  purchase  orders  written,  the  number 
of  purchase  orders  processed  and  the  number  of  purchase 
orders  issued  in  the  Purchasing  Department.  The  informa¬ 
tion  which  I  have  already  given  with  respect  to  the  number 
of  purchase  orders  during  1946  therefore  covers  the  num¬ 
ber  of  orders  written,  actually  processed  and  issued. 

Q.  In  your  opinion,  is  the  basis  for  distributing  costs 
of  the  Purchasing  Department  sound?  A.  In  my  opin¬ 
ion  I  believe  that  the  principle  of  using  the  number  of  pur¬ 
chase  orders  written  in  this  department  as  a  basic  yard¬ 
stick  is  a  sound  and  accurate  measure  of  the  amount  of  work 
performed. 

Q.  At  page  2010  of  the  transcript  Mr.  Guttmann  referred 
to  the  job  title  of  “Expediter”  which  is  shown  on  8-1-4  of 
Philadelphia  Exhibit  65-2,  and  asked  you  whether  that  was 
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a  position  which  was  first  set  up  during  the  War  years.  Will 
you  explain  when  that  position  was  created?  A.  The 
expediter  referred  to  is  Mr.  W.  H.  Mueller,  the  expediter 
who  is  permanently  assigned  to  the  Westinghouse  plants 
in  the  Pittsburgh  Districts. 

I  have  already  testified  as  to  the  duties  performed  by 
him,  the  date  on  which  his  present  job  was  created  in  the 
Purchasing  Department,  and  as  to  the  fact  that  for  many 
years  [2763]  prior  to  World  War  2  it  was  the  practice  of 
the  Stores  Department  of  Duquesne  Light  Company  to  have 
an  expediter  assigned  to  the  Westinghouse  plant. 

Q.  Why  was  the  job  of  expediter  assigned  to  Westing¬ 
house  plants  transferred  from  the  Stores  Department  of 
Duquesne  Light  Company  to  the  General  Purchasing  De¬ 
partment?  A.  This  transfer  was  made  because  of  Mr. 
Wenz’s  judgment,  and  he  felt  that  it  would  be  advisable  to 
have  an  expediter  working  in  the  Purchasing  Department 
in  close  contact  with  the  buyers  in  the  Purchasing  Depart¬ 
ment  who  received  the  expediting  requests  and  passed  them 
on  to  the  expediter.  The  reason  for  this  was  that  under 
conditions  which  have  prevailed  since  the  War,  the  Rail¬ 
ways  Company  has  for  the  first  time  felt  a  need  for  expedit¬ 
ing  work  to  be  performed  at  the  Westinghouse  plants  in 
the  Pittsburgh  District  as  distinguished  from  the  expediting 
work  which  is  normally  performed  by  their  own  Stores  per¬ 
sonnel. 

The  Railways  organization  has  only  infrequent  contact 
with  the  Stores  Department  of  Duquesne  Light  Company, 
whereas  they  have  continuous  contacts  with  the  Purchasing 
Department  in  respect  to  purchasing  functions.  Mr.  Wenz 
felt  that  all  expediting  requests  relating  to  the  Westing¬ 
house  plants  could  be  handled  most  efficiently  through  the 
buyers  in  the  Purchasing  Department,  who  are  in  a  better 
position  to  exercise  judgment  as  to  the  manner  of  and  need 
for  expediting  work. 
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[2764]  These  same  considerations  did  not  prevail  in 
Mr.  Wenz’s  judgment,  with  respect  to  the  expediters  in  the 
general  stores  department  of  Duquesne  Light  Company, 
whose  functions  are  not  the  same  as  those  of  the  expediter 
assigned  to  the  Westinghouse  plants. 

These  two  expediters  carry  on  their  expediting  functions 
by  telephone  and  telegraph  and  only  a  very  small  propor¬ 
tion  of  their  time  is  ever  devoted  to  the  work  of  a  company 
other  than  Duquesne  Light  Company. 

[2765]  Q.  At  Page  2031  of  the  transcript,  Mr.  Guttmann 
asked  you  whether  the  functions  of  the  expediter  in  the 
purchasing  department  who  is  assigned  to  the  Westinghouse 
plants  are  generally  similar  to  those  of  the  purchasing  agent. 
Are  they  generally  similar?  A.  No,  obviously  they  are 
not.  I  have  already  testified  previously  as  to  the  nature 
of  the  duties  performed  by  the  general  purchasing  agent. 
Also  at  transcript  2010  and  2011  I  testified  in  some  detail 
as  to  the  type  of  work  performed  by  this  expediter.  The 
facts  as  to  the  dissimilarity  of  the  functions  and  responsi¬ 
bilities  are  already  in  the  record. 

Q.  At  Page  2011  of  the  transcript  the  Examiner  ques¬ 
tioned  you  as  to  when  the  expediter,  who  is  assigned  to  the 
Westinghouse  plant,  does  all  of  the  paper  work  that  his  job 
description  calls  for,  as  he  is  located  at  the  Westinghouse 
plant.  Will  you  answer  that  question  ?  A.  Since  the  last 
hearing  I  have  looked  up  the  facts  as  to  this  and  I  find  that 
the  Westinghouse  Electric  Corporation’s  East  Pittsburgh 
Works  has  assigned  a  desk,  a  telephone  and  a  stenographer 
to  Mr.  Mueller  at  that  company’s  East  Pittsburgh  plant. 
This  desk  is  assigned  to  him  in  an  office  of  the  Westinghouse 
Electric  Corporation  in  which  are  located  other  expediters 
representing  a  number  of  other  companies  which  are  cus¬ 
tomers  of  Westinghouse  Electric  Corporation.  Every  min¬ 
ute  of  Mr.  Mueller’s  time  is  not  spent  in  physical  movement 
about  [2766]  the  plant  or  in  contacts  with  foremen,  super- 
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visors,  or  other  personnel  of  the  Westinghouse  Electric 
Corporation.  In  fact,  much  of  his  work  is  paper  work  and 
that  is  the  reason  why  he  was  assigned  a  desk.  He  regu¬ 
larly  handles  hundreds  of  purchase  orders  covering  many 
thousands  of  items.  His  work  necessarily  involves  a  thor¬ 
ough  analysis  of  the  component  parts  of  each  item  in  order 
to  coordinate  the  scheduling  of  each  item.  It  is  only  by  the 
paper  work  analysis  that  he  discovers  irregularity  in  the 
production  schedules  of  a  particular  item  or  items.  On  the 
basis  of  the  irregularities  uncovered  by  the  paper  work  he 
proceeds  to  contact  the  various  production  men  in  the 
Westinghouse  plant. 

Q.  At  Page  2010  of  the  transcript,  Mr.  Guttmann  asked 
you  whether,  as  a  matter  of  fact,  the  real  need  for  an  ex¬ 
pediter  arises  only  in  case  of  shortage  of  supply,  and  you 
answered  that  that  was  not  altogether  the  case.  Can  you 
clarify  that  answer?  A.  As  I  previously  testified,  for 
many  years  prior  to  World  War  II  the  Duquesne  Light 
Company  stores  department  had  an  expediter  who  was  per¬ 
manently  assigned  to  the  Westinghouse  plants  in  the  Pitts¬ 
burgh  district.  In  addition,  the  stores  department  has 
presently,  and  for  many  years  has  had,  two  expediters  who 
are  located  in  the  stores  department  and  who  perform  ex¬ 
pediting  functions  by  telephone  and  telegraph.  Likewise, 
as  I  have  testified  previously,  the  stores  department  of 
[2767]  Pittsburgh  Railways  Company  has  personnel  who 
have  been  doing  expediting  work  for  many  years.  The  need 
for  an  expediter  did  not  arise  for  the  first  time  with  the 
beginning  of  World  War  II,  nor  is  the  need  for  an  expediter 
limited  entirely  to  cases  where  there  is  a  shortage  of  sup¬ 
plies.  Of  course,  the  war-time  and  post  war-time  scarcity 
of  materials  makes  the  function  of  an  expediter  imperative, 
but  in  the  case  of  Duquesne  Light  Company  and  the  Pitts¬ 
burgh  Railways,  which  have  a  continuing  need  for  special 
equipment,  delivery  schedules  on  the  production  of  such 
equipment  are  matters  of  the  utmost  importance  which 
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normally  make  it  necessary  for  these  companies  to  have 
persons  permanently  engaged  in  some  form  of  expediting 
activity.  Another  factor  that  makes  it  necessary  for  these 
companies  to  employ  expediters  in  normal  times  is  the 
problem  of  obtaining  materials  and  equipment  to  meet 
emergency  breakdowns. 

Q.  At  Page  2013  of  the  transcript,  you  were  asked  by  Mr. 
Guttmann  whether  at  the  present  time  the  expediter  in  the 
purchasing  department  who  is  assigned  to  the  Westing- 
house  plants  does  work  for  Duquesne  Light  Company  and 
Pittsburgh  Railways  Company.  Have  you  answered  that 
question?  A.  Yes,  I  have,  in  my  testimony  relating  to 
Mr.  Mueller,  who  is  the  expediter  in  the  purchasing  de¬ 
partment. 

Q.  At  Pages  2013  and  2014  of  the  transcript,  you  were 
asked  by  Mr.  Guttmann  whether  you  had  any  knowledge 
of  the  difficulty  at  the  present  time  of  obtaining  street  cars 
and  [2768]  whether  Pittsburgh  Railways  Company  had  any 
street  cars  on  order.  A.  At  the  present  time  the  trustees 
of  Pittsburgh  Railways  Company  have  no  outstanding 
orders  for  street  cars.  However,  at  the  present  time  negotia¬ 
tions  are  under  way  between  the  purchasing  department 
and  street  car  manufacturers  in  connection  with  the  pro¬ 
posed  purchase  by  the  trustees  of  Pittsburgh  Railways 
Company  of  100  cars.  No  purchase  orders  or  commitments 
with  reference  to  this  proposed  purchase  have  yet  been 
made,  for  the  reason  that  the  Federal  District  Court  has  not 
yet  authorized  the  trustees  to  make  this  purchase.  Street 
ears  are  not  items  of  equipment  which  can  be  purchased 
from  catalogs  or  from  manufacturers’  stocks  under  any 
Conditions.  Even  during  pre-war  years  considered  normal 
I  find  it  was  impossible  to  obtain  delivery  of  a  substantial 
number  of  street  cars  in  much  less  than  one  year  following 
the  placement  of  the  final  purchase  order.  In  normal  times 
the  period  elapsing  between  the  placement  of  the  purchase 
order  for  a  substantial  number  of  street  cars  and  the  first 
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delivery  of  cars  under  the  order  was  usually  about  one  year. 
At  the  present  time  this  period  is  estimated  by  Mr.  Wenz 
to  be  about  a  year  and  a  half. 

Q.  At  Page  2016  of  the  transcript,  the  Examiner  asked 
you  why  the  two  expediters  in  the  stores  department  who 
are  shown  on  Page  9-I-4.1  of  Philadelphia  Exhibit  65-2  are 
paid  a  larger  salary  than  the  expediter  in  the  purchasing 
department  [2769]  who  is  shown  on  Sheet  8-1-4  of  the 
same  exhibit  and  whom  we  have  identified  as  Mr.  W.  EL 
Mueller.  Can  you  answer  that  question  now?  A.  As  will 
appear  from  the  description  of  the  job  duties  with  respect 
to  the  two  expediters  in  the  stores  department,  which  I  gave 
in  my  testimony  at  Pages  2014,  2015  and  2016  of  the  trans¬ 
cript,  these  two  expediters  perform  certain  duties  which  Mr. 
Mueller,  the  expediter  in  the  purchasing  department  does 
not  perform.  Duties  performed  by  Mr.  Mueller  are  stated  in 
my  testimony  at  Pages  2010  and  2011  of  the  transcript.  Mr. 
Mueller  has  only  been  engaged  by  these  companies  as  an 
expediter  since  August  16, 1946,  whereas  the  two  expediters 
in  the  stores  department  have  been  employed  in  the  stores 
department  in  their  present  positions  for  a  number  of  years. 
The  reason  for  the  salary  differential  is  based  upon  the 
difference  in  duties  and  in  the  difference  in  the  time  which 
these  men  have  held  their  respective  positions. 

Q.  At  Page  2015  of  the  transcript,  you  outlined  the  job 
duties  of  one  of  the  expediters  shown  on  Page  9-I-4.1  of 
Philadelphia  Exhibits  63-2  and  it  appeared  that  that  ex¬ 
pediter  had  certain  duties  to  perform  with  respect  to  traffic. 
At  page  2016  of  the  transcript,  the  Examiner  asked  you 
whether  this  expediter  was  the  traffic  manager  for  all  of 
the  companies,  whether  there  was  a  traffic  manager  other 
than  this  man,  whether  this  expediter  was  the  only  man 
that  had  to  do  with  traffic.  At  [2770]  transcript  Page  2017, 
the  Examiner  asked  you  whether  this  expediter  handled 
loss  and  damage  shipments  or  claims  and  whether  a  salary 
of  $287.64  a  month  is  adequate  salary  for  a  man  who  has 
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traffic  duties  and,  lastly,  whether  that  expediter  is  a  ship¬ 
ping  clerk  or  a  traffic  manager.  Will  you  answer  these  ques¬ 
tions?  A.  Well,  first,  the  expediter  referred  to  is  not  the 
traffic  manager.  Secondly,  none  of  these  companies  employ 
a  traffic  manager.  Third  this  expediter  is  the  only  man  in 
the  stores  department  who  performs  any  functions  in  con¬ 
nection  with  the  movement  of  freight  or  express,  the  rout¬ 
ing  and  tracing  of  freight  and  express  shipments  and  the 
matter  of  obtaining  rates  for  freight  and  express  move¬ 
ments.  He  has  not  been  given  the  title  of  traffic  manager, 
nor  is  he  considered  to  be  a  traffic  manager,  because  the 
Volume  of  freight  and  express  required  by  these  companies 
is  not  sufficient  to  occupy  his  full  time  in  that  capacity. 
Four,  this  expediter  has  no  duties  whatever  in  connection 
with  shipments  that  are  definitely  established  to  be  lost  or 
damaged.  Once  it  is  established  that  a  shipment  is  definitely 
lost  or  damaged  the  invoice  returns  clerk  in  the  general 
stores  department,  who  is  rated  as  a  Clerk  A,  has  the  job 
of  handling  the  details  arising  from  damages  and  loss  of 
materials  which  have  been  shipped  and  assists  in  the  arrang¬ 
ing  for  inspection  of  damaged  materials  and  other  matters 
relating  to  the  claim.  This  invoice  returns  clerk  does  [2771] 
this  under  the  supervision  of  the  chief  clerk  of  the  stores 
department.  Five,  it  was  no  part  of  the  study  in  which  I 
was  engaged  to  determine  whether  the  salary  received  by 
a  man  in  a  particular  job  classification  was  adequate  or 
inadequate.  If  these  companies  are  able  to  hire  a  man  to 
do  a  given  job  at  a  given  salary  before  segregation,  it 
seems  reasonable  to  me  to  assume  that  the  same  man  or  a 
similar  man  could  be  employed  to  perform  the  same  func¬ 
tions  at  approximately  the  same  salary  after  segregation. 

Six,  as  definitely  appears  from  this  expediter’s  job  duties 
to  which  I  have  already  testified,  he  is  not  a  shipping  clerk. 
There  are  no  shipping  clerks  employed  by  any  of  these  com¬ 
panies  as  that  term  is  ordinarily  understood.  The  stores 
department  performs  no  functions  which  would  call  for 
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a  shipping  clerk  as  that  term  is  ordinarily  understood.  The 
principal  functions  of  the  stores  department  are  the  receiv¬ 
ing,  storage  and  disbursement  of  materials.  It  does  have 
receiving  clerks,  but  the  disbursement  of  materials  from 
stores  does  not  call  for  anyone  having  duties  similar  to 
those  of  a  shipping  clerk  in  a  manufacturing  establishment. 

[Overnight  adjournment] 

[2775]  By  Mr.  Hackney: 

Q.  Mr.  Coffman,  yesterday  Mr.  Guttmann  asked  you  as 
to  the  number  of  employees  which  you  found  in  April  of 
1947.  That  is  at  transcript  Page  2685.  Do  you  have  that 
figure  now?  A.  Yes.  The  number  of  persons  employed 
in  the  general  departments  exclusive  of  general  officers  and 
junior  officers  in  April  of  1947  was  1369. 

Q.  When  we  adjourned  last  evening  we  were  in  the  mid¬ 
dle  of  the  purchasing  and  stores  department.  At  Page  2019 
of  the  transcript  Mr.  Guttmann  asked  you  whether  there 
is  any  difference  between  the  storekeepers  set  forth  on  Page 
9-I-4.1  of  Exhibit  65-2  and  the  storekeepers  under  Mr.  Wenz 
generally.  Have  you  further  checked  that  matter?  A. 
Yes,  I  have. 

Q.  And  what  is  your  answer?  A.  The  storekeepers 
listed  on  that  sheet  are  storekeepers  in  the  general  stores  de¬ 
partment  of  Duquesne  Light  Company  and,  as  I  previously 
testified,  Mr.  Wenz  directly  supervises  the  [2776]  stores 
activities  of  the  general  stores  department  of  Duquesne 
Light  Company.  There  are  no  other  storekeepers  over  which 
Mr.  Wenz  exercises  direct  supervision. 

Q.  Also  at  Page  2019  of  the  transcript  mention  was  made 
of  storekeepers  designated  A  and  B.  Will  you  explain  the 
distinction  between  the  Storekeeper  A  and  the  Storekeeper 
B  as  shown  on  that  same  sheet,  that  is,  Page  9-I-4.1  of  Phila- 
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delphia  Exhibit  65-2?  A.  The  storekeepers  shown  on 
that  sheet  are  those  employed  in  the  general  stores  depart¬ 
ment  of  Duquesne  Light  Company.  Both  a  Storekeeper  A 
and  a  Storekeeper  B  perform  similar  work  in  that  they  are 
both  charged  with  the  responsibility,  under  general  super¬ 
vision,  of  maintaining  an  available  supply  of  currently  use¬ 
ful  stock  items,  of  overseeing  and  participating  in  receiving 
stores  and  disbursing  materials,  to  direct  and  participate 
in1  issuing  materials,  to  prepare  or  complete  appropriate 
forms  and  reports  and  to  handle  miscellaneous  office  and 
storeroom  details  associated  with  the  stores  operations. 
Both  supervise  the  work  of  other  personnel  but  a  Store¬ 
keeper  B  supervises  less  men  than  a  Storekeeper  A.  A 
Storekeeper  B  does  not  have  the  authority  to  issue  a  repeat 
requisition  authorizing  the  purchasing  department  to  pur¬ 
chase  materials  for  his  storeroom,  although  a  Storekeeper 
A  has  such  authority.  The  volume  of  materials  committed 
to  the  charge  of  a  Storekeeper  B  is  relatively  small,  whereas 
a  Storekeeper  A  [2777]  will  have  charge  of  a  substantial 
inventory.  The  responsibilities  of  a  Storekeeper  A  are 
definitely  greater  than  those  of  a  Storekeeper  B  and  this 
fact  is  reflected  in  the  salary  range  of  the  two  groups.  It 
happens  that  on  Sheet  9-I-4.1  a  transposition  occured 
whereby  a  Storekeeper  B  is  listed  as  a  Storekeeper  A  and 
a  Storekeeper  A  as  Storekeeper  B.  This  transposition  re¬ 
ferred  to  occurred  on  the  horizontal  line  containing  the 
words  “Storekeeper  B”  and  on  the  horizontal  line  imme¬ 
diately  above. 

Q.  Mr.  Coffman,  who  employs  the  storekeepers  shown 
on  Sheets  9-I-4.1  and  also  on  Page  4.2  of  Philadelphia  Ex¬ 
hibit  65-2?  A.  The  storekeepers  shown  on  those  sheets 
are  employed  by  Duquesne  Light  Company.  As  I  have 
previously  testified,  they  are  carried  on  the  payrolls  of 
Duquesne  Light  Company  and  they  are  paid  by  the  check 
of  that  company.  I  have  already  testified  to  the  manner 
in  which  charges  are  made  for  the  work  performed  by  them 
for  any  companies  other  than  Duquesne  Light  Company. 
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Q.  At  Page  2020  of  the  transcript  you  were  asked  by  Mr. 
Guttmann  how  much  work  did  the  storekeepers  shown  on 
Sheet  8-I-4.1  of  Philadelphia  Exhibit  65-2  perform  for  vari¬ 
ous  of  the  companies  in  the  Philadelphia  Company  system 
during  the  month  of  January,  1947,  or  the  year  1946.  Can 
you  answer  that  question  now?  A.  Yes,  I  can. 

[2778]  Q.  Will  you  please  explain?  A.  If  by  store¬ 
keepers  are  meant  those  employees  having  that  job  classifi¬ 
cation  such  as  the  Storekeepers  A  or  Storekeepers  B  of  the 
stores  department  of  Duquesne  Light  Company,  I  do  not 
have  figures  broken  down  to  show  either  the  time  spent  by 
those  individuals  in  performing  work  for  each  company, 
nor  do  I  have  the  dollar  amounts  of  their  salaries  which 
were  charged  each  company  for  which  the  storekeepers 
performed  work  either  during  January  of  1947,  or  during 
1946.  However,  I  have  already  set  forth  on  Sheet  9-G-3  of 
Exhibit  P-63-2  the  aggregate  amount  of  payroll  charged 
against  each  company  by  the  entire  personnel  of  the  general 
stores  department  of  Duquesne  Light  Company,  including 
the  storekeepers  in  that  department,  but  excluding  the  gen¬ 
eral  storekeeper  and  the  general  superintendent  of  stores. 
These  data  were  taken  from  the  company  records,  which 
were  based  upon  time  sheets  kept  by  the  employees  in  the 
general  stores  department,  as  I  have  testified  earlier. 

Q.  At  Page  2020  of  the  transcript,  Mr.  Guttmann  asked 
you  whether  the  storekeepers  in  the  general  stores  depart¬ 
ment  of  Duquesne  Light  Company  received  two  separate 
checks.  How  many  checks  do  they  receive?  A.  Each 
employee  in  the  general  stores  department  of  Duquesne 
Light  Company  receives  but  one  salary  check.  That  check 
is  the  check  of  the  Duquesne  Light  Company.  These  em¬ 
ployees  are  carried  on  the  payroll  of  Duquesne  Light  Com¬ 
pany.  [2779]  If  the  storekeepers  or  any  other  employees 
in  the  stores  department  perform  work  for  companies  other 
than  Duquesne  Light  Company  they  still  receive  but  one 
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check,  -which  is  the  check  of  Duquesne  Light  Company.  The 
only  exception  to  this  is  in  the  case  of  Mr.  Balch,  the  general 
storekeeper,  and  Mr.  Stack,  the  general  superintendent  of 
stores,  who  at  all  times  are  paid  by  check  of  the  Philadelphia 
Company  and  subsidiary  companies.  Each  of  them  receive 
but  one  check. 

Q.  At  Pages  2020  to  2022  of  the  transcript,  Mr.  Gutt- 
mann  asked  you  questions  as  to  whether  it  is  not  a  fact  that 
the  storekeepers  of  the  gas  group  of  the  companies  are  not 
a  part  of  the  general  stores  department,  hut  are  responsible 
to  the  gas  companies  superintendents  and  are  on  the  pay¬ 
roll  of  the  gas  companies  directly.  What  is  the  answer  to 
this  question?  A.  That  statement  is  correct.  I  have 
previously  testified  to  that  effect. 

Q.  At  Page  2021  of  the  transcript,  Mr.  Guttmann  asked 
you  whether  segregation  -would  affect  the  present  store¬ 
keepers  for  the  gas  companies.  Will  you  further  clarify 
your  answer  there  given?  A.  Inasmuch  as  the  present 
storekeepers  employed  by  Pittsburgh  and  West  Virginia 
Gas  Company  and  Equitable  Gas  Company  perform  no 
work  for  any  companies  outside  the  gas  group,  they  would 
not  be  affected  by  segregation.  I  so  treated  them  in  my 
study.  Of  course,  on  segregation  there  would  be  an  altera- 
[2780]  tion  with  respect  to  the  superior  officers  to  whom 
they  would  report. 

Q.  At  Page  2022  of  the  transcript,  Mr.  Guttmann  asked 
what  Mr.  Wenz’s  jurisdiction  was  over  the  gas  stores,  if 
any.  Can  you  further  clarify  your  answer  to  that  question? 
A.  Mr.  Wenz  has  no  direct  jurisdiction  over  the  separate 
stores  of  Pittsburgh  and  West  Virginia  Gas  Company  and 
Equitable  Gas  Company.  However,  he  does  act  in  a  super¬ 
visory  capacity  with  respect  to  the  stores  operations  of  all 
Of  the  companies  in  the  Philadelphia  Company  system, 
with  the  exception  of  Kentucky  West  Virginia  Gas  Com¬ 
pany.  In  addition,  Mr.  Balch,  who  is  the  general  store- 
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keeper  of  the  general  stores  department  of  Duquesne  Light 
Company,  reports  directly  to  Mr.  Wenz  with  respect  to  all 
of  his  activities.  As  I  have  previously  testified,  Mr.  Balch 
also  renders  supervisory  assistance  in  the  administration 
of  the  separate  stores  of  Pittsburgh  and  West  Virginia  Gas 
Company  and  the  separate  stores  of  the  Equitable  Gas 
Company.  In  addition,  as  I  have  also  testified  previously, 
the  general  stores  department  of  Duquesne  Light  Company 
under  Mr.  Balch  and  Mr.  Wenz  regularly  maintain  stocks 
of  certain  materials  of  Equitable  Gas  Company  at  the 
Manchester  storeroom  and  at  the  Reedsdale  stores  of  the 
Duquesne  Light  Company.  Mr.  Wenz  makes  periodic  trips 
to  the  separate  stores  of  the  Equitable  Gas  Company  and 
Pittsburgh  and  West  Virginia  Gas  Company  for  the  pur¬ 
pose  of  discussing  with  the  storekeeper  [2781]  of  Pitts¬ 
burgh  and  West  Virginia  Gas  Company  and  the  division 
superintendents  investments  in  stocks  and  the  level  of 
stocks  maintained  and  the  matter  of  scrap  accumulation 
and  sales.  He  makes  recommendations  respecting  increas¬ 
ing  or  decreasing  materials  and  supplies  which  are  stocked 
in  the  light  of  his  knowledge  of  availability  of  particular 
items.  He  also  checks  the  condition  of  the  stock  and  of  the 
buildings  in  which  the  stocks  are  stored.  Similar  periodic 
trips  are  made  to  the  separate  storerooms  of  Equitable  Gas 
Company  for  the  same  purpose. 

Q.  At  Page  2023  of  the  transcript,  Mr.  Guttmann  asked 
where  the  stores  of  Kentucky  West  Virginia  Gas  Company 
are  maintained.  Can  you  give  us  the  information  as  to  that 
matter?  A.  Yes,  sir.  None  of  the  stores  of  Kentucky 
West  Virginia  Gas  Company  are  handled  by  the  general 
stores  department  of  Duquesne  Light  Company.  Kentucky 
West  Virginia  Gas  Company  maintains  and  operates  all  of 
its  own  stores,  all  of  which  are  located  in  Kentucky.  The 
principal  storeroom  of  Kentucky  West  Virginia  Gas  Com¬ 
pany  is  located  at  West  Prestonsburg,  Kentucky.  Supplies 
of  office  material  are  maintained  in  connection  with  the 
company’s  offices  at  Ashland,  Kentucky.  A  small  store- 
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room  is  maintained  in  Prestonsburg  and  in  another  office 
building  in  which  is  located  a  company  office  at  Pikeville,  all 
of  which  are  in  Kentucky.  There  are  two  pipe  storage  yards 
located  at  Estill  and  Harold,  Kentucky.  Very  [2782]  small 
emergency  supplies  are  maintained  at  compressor  and 
pumping  station  locations  and  at  a  few  scattered  well  loca¬ 
tions  where  new  wells  are  being  drilled,  all  in  Kentucky. 
The  supervision  of  these  stores  is  under  the  jurisdiction  of 
Mr.  D.  B.  Beecher,  the  vice  president  and  general  manager 
of  the  company,  who  is  located  at  Ashland,  Kentucky. 

Q.  Also  at  Page  2023  of  the  transcript,  you  were  asked 
by  Mr.  Guttmann  where  the  stores  of  Pittsburgh  and  West 
Virginia  Gas  Company  are  located.  Can  you  give  us  that 
information  now?  A.  I  have  already  answered  that 
question  in  my  previous  testimony. 

Q.  At  transcript  2024  you  were  asked  by  Mr.  Guttmann 
whether  Pittsburgh  and  West  Virginia  Gas  Company  have 
any  storekeepers  on  its  payroll  other  than  the  storekeepers 
whb  are  set  forth  on  Sheet  9-I-4.1  of  Philadelphia  Exhibit 
65-2.  What  are  the  facts  on  that?  A.  The  storekeepers 
set  forth  on  that  sheet  are  the  storekeepers  in  the  general 
stores  department  of  Duquesne  Light  Company.  Those 
storekeepers  are  not  on  the  payroll  of  Pittsburgh  and  West 
Virginia  Gas  Company.  As  I  have  previously  testified, 
Pittsburgh  and  West  Virginia  Gas  Company  does  have 
storekeepers  on  its  payroll,  but  they  are  not  affected  by 
segregation  and  they  are  not  set  forth  on  Sheet  9-I-4.1. 

Q.  Also  at  Page  2024  of  the  transcript,  you  were  asked 
[2783]  by  Mr.  Guttmann  whether  the  transportation  com¬ 
panies  maintained  any  stores.  What  is  your  answer  to 
that  ?  A.  I  have  previously  testified  as  to  how  and  where 
the  stores  of  trustees  of  Pittsburgh  Railways  Company  and 
of  Pittsburgh  Motor  Coach  Company  are  maintained. 

Q.  At  Page  2024  of  the  transcript,  you  were  asked  by 
Mr.  Guttmann  on  what  basis  you  set  up  on  segregation  for 
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the  transportation  group  a  total  of  one  employee  in  the 
stores  division.  Will  you  explain  why  that  was  done? 
A.  Although  the  general  stores  department  of  Duquesne 
Light  Company  at  the  present  time  performs  very  little 
work  for  the  trustees  of  Pittsburgh  Railways  Company  or 
Pittsburgh  Motor  Coach  Company,  it  happens  that  the 
stores  material  needed  for  the  maintenance  of  the  motor 
coaches  of  the  trustees  of  Pittsburgh  Motor  Coach  Com¬ 
pany  are  presently  administered  by  the  Equitable  Auto 
Company.  Under  my  study  Equitable  Auto  Company  dis¬ 
appears  on  segregation  and  its  functions  are  taken  over  by 
the  separate  groups.  This  means  that  the  maintenance  of 
stores  for  the  motor  coach  operation  would  have  to  be 
assumed  by  the  trustees  of  Pittsburgh  Motor  Coach  Com¬ 
pany  directly.  As  will  appear  from  Sheet  2  of  EA-I-4.1  of 
Philadelphia  Company’s  Exhibit  65-2,  on  segregation  I 
have  assigned  one  stockman  A  and  two  stockmen  B  pres¬ 
ently  employed  by  Equitable  Auto  Company  to  the  trans¬ 
portation  group.  On  Sheet  9-I-4.1  of  the  same  exhibit  I 
have  assumed  a  new  or  [2784]  additional  storekeeper  A  to 
the  transportation  group  on  segregation.  It  was  my  judg¬ 
ment  that  a  new  storekeeper  was  needed  for  the  transpor¬ 
tation  group  to  handle  the  increased  stores  work  that  would 
be  placed  upon  the  transportation  group  after  segregation. 
Of  course,  the  existing  stores  personnel  of  the  trustees  of 
Pittsburgh  Railways  Company  would  continue  after  segre¬ 
gation  to  perform  the  same  stores  work  which  they  pres¬ 
ently  perform  in  administering  the  separate  railway  stores. 

Q.  To  what  extent  does  the  general  stores  department 
of  Duquesne  Light  Company  under  Mr.  Wenz  and  Mr.  Balch 
do  work  for  the  trustees  of  Pittsburgh  Railways  Company 
and  Pittsburgh  Motor  Coach  Company?  A.  As  I  have 
previously  testified,  the  general  stores  department  of 
Duquesne  Light  Company  does  very  little  work  for  the 
trustees  of  Pittsburgh  Railways  Company  or  the  trustees 
of  Pittsburgh  Motor  Coach  Company.  As  shown  by  Sheet 
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9-G-3  of  Exhibit  P-63-2,  only  .66  per  cent  of  the  entire  1946 
payroll  of  the  stores  department  of  Duquesne  Light  Com¬ 
pany  was  charged  to  the  trustees  of  Pittsburgh  Bailways 
Company.  None  was  charged  to  the  trustees  of  the  Pitts¬ 
burgh  Motor  Coach  Company. 

Q.  At  Page  2025  of  the  transcript,  you  were  asked  by 
Mr.  Guttmann  as  to  the  necessity,  function  and  purpose 
of  the  two  stockmen  A  and  the  two  stockmen  B  who  were 
shown  on  Sheet  9-I-4.1  of  Philadelphia  Exhibit  65-2  as  being 
assigned  to  the  gas  company  group  on  segregation.  "Will 
you  explain  this?  [27S5]  A.  These  men  are  being  as¬ 
signed  to  the  gas  company  group  on  segregation  to  perform 
the  work  presently  performed  by  the  general  stores  depart¬ 
ment  of  Duquesne  Light  Company  for  Equitable  Gas  Com¬ 
pany.  Briefly  stated,  the  function  of  a  stockman  A  and  a 
stockman  B  is,  under  direct  supervision,  to  do  manual  work 
in  connection  with  receiving,  issuing,  transferring  and  stor¬ 
ing  materials,  supplies  and  equipment.  Generally  speaking, 
stockman  A  has  more  responsibility  in  that  the  stockman  A 
directs  the  work  of  stockman  B.  At  the  present  time,  such 
stockmen  A  and  stockmen  B  are  performing  these  functions 
in  the  general  stores  department  of  Duquesne  Light  Com¬ 
pany  with  respect  to  the  gas  equipment  and  supplies  which 
are  now  in  the  Manchester  stores  and  at  the  Beedsdale 
Street  store  of  the  general  stores  department  of  Duquesne 
Light  Company. 

[2786]  Q.  Now,  which  of  the  stockmen  A  and  stockmen 
B  shown  on  sheet  9-I-4.1  of  Philadelphia  Exhibit  65-2  would 
handle  gas  meters?  You  were  asked  this  question  by  the 
Examiner  at  page  2026  of  the  transcript.  Can  you  answer 
that  question  now?  A.  Yes.  I  have  looked  this  up  and 
find  that  none  of  the  stockmen  listed  on  that  sheet  would 
handle  gas  meters. 

Q.  Also  at  page  2026  of  the  transcript  the  Examiner 
asked  you  where  gas  and  electric  meters  are  stored  at  the 
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present  time,  and  also  who  makes  the  repairs  to  meters. 
At  the  same  page  the  Examiner  also  asked  you  about  the 
procedure  whereby  defective  gas  and  electric  meters  are 
stored  and  repaired.  Can  you  answer  those  questions? 
A.  Except  for  a  small  emergency  stock  of  meters  which 
each  company  maintains  at  various  convenient  locations  on 
its  system,  meters  are  stored  by  gas  companies  and  the 
electric  company  at  the  following  places: 

Gas  meters  belonging  to  Equitable  Gas  Company  are 
stored  by  the  employees  of  that  company  in  its  gas  meter 
department  at  its  gas  meter  shop  located  at  553  7th  Avenue, 
Pittsburgh ; 

Gas  meters  belonging  to  Pittsburgh  &  West  Virginia 
Gas  Company  are  stored  by  that  company’s  employees  in 
its  meter  department  at  its  meter  shop  at  Grafton,  West 
Virginia ; 

Repairs,  inspection  and  testing  are  performed  at  each 
of  these  shop  locations. 

[2787]  In  the  case  of  Equitable  Gas  Company  this  work 
of  repairs,  inspection  and  testing  is  done  by  its  own  em¬ 
ployees  in  its  meter  department  at  its  meter  shop,  and  in 
the  case  of  Pittsburgh  &  West  Virginia  Gas  Company  the 
work  of  repairs,  inspection  and  testing  is  done  by  its  own 
employees  in  its  meter  department  at  its  meter  shop.  Elec¬ 
tric  meters  are  stored  at  the  Manchester  storeroom  by  the 
employees  of  the  general  stores  department  of  Duquesne 
Light  Company.  They  are  repaired,  inspected  and  tested 
by  Duquesne  Light  Company’s  employees  in  that  company’s 
meter  division  of  its  substation  and  shops  department  at 
its  meter  shop  located  at  the  Manchester  building,  which 
is  the  building  in  which  the  Manchester  storeroom  is  located. 

Neither  gas  nor  electric  meters  are  included  in  the  ma¬ 
terials  and  supplies  account  of  the  respective  companies, 
as  it  is  the  practice  of  these  companies  to  charge  meters  to 
fixed  capital  accounts  when  they  are  received  by  the  utility 
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from  the  manufacturer.  This  is  in  accordance  with  the 
Uniform  System  of  Accounts. 

If  a  gas  meter  of  either  Equitable  Gas  Company  or 
Pittsburgh  &  West  Virginia  Gas  Company  proves  defective 
it  is  removed  from  the  customer’s  premises  by  the  em¬ 
ployees  of  the  particular  company,  who  will  be  employees 
in  the  distribution  department  in  the  case  of  Equitable 
Gas  Company  and  employees  in  the  distribution  division  of 
the  production  and  transportation  [2788]  department  in 
the  case  of  Pittsburgh  &  West  Virginia  Gas  Company. 

Gas  meters  are  repaired,  inspected,  tested  and  stored  by 
the  employees  of  the  particular  company  in  the  meter  de¬ 
partment  of  that  company  until  needed  for  installation  on  a 
customer’s  premises. 

If  an  electric  meter  proves  defective  it  is  removed  from 
the  customer’s  premises  by  the  employees  of  Duquesne 
Light  Company  in  its  distribution  department.  They  turn 
it  over  to  employees  in  the  general  stores  department  of 
that  company,  who  bring  it  to  the  Manchester  storeroom, 
where  a  record  is  made  of  the  fact  that  it  is  returned.  It  is 
then  given  to  employees  of  that  company  in  its  meter  divi¬ 
sion  for  inspection,  testing  or  repair.  After  repair  the 
meter  division  returns  the  meter  to  the  stores  department 
for  storage  until  such  time  as  it  is  needed  for  installation 
on  a  customer’s  premises. 

Q.  At  page  2027  of  the  transcript  the  Examiner  stated 
that  he  would  like  to  know  who  does  do  the  inspection  or 
repairs  to  meters,  or  if  it  isn’t  done  at  all.  I  believe  you 
have  already  answered  that  question.  A.  Yes  sir,  I  have. 

Q.  At  page  2028  of  the  transcript  Mr.  Guttmann  asked 
whether  a  meter  becomes  a  part  of  stores  under  the  stores 
department  after  it  is  repaired.  You  stated  you  had  no 
recollection  at  the  moment.  What  is  the  fact  about  that? 
[2789]  A.  Although  a  gas  or  electric  meter  may  be  phys¬ 
ically  stored  after  it  is  repaired  it  does  not  become  a  part 
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of  stores  materials  and  supplies.  In  accordance  with  the 
Uniform  System  of  Accounts  both  gas  and  electric  meters 
are  kept  in  the  fixed  capital  accounts  until  they  are  retired. 

Q.  At  pages  2031  and  2032  of  the  transcript  you  were 
asked  by  Mr.  Guttmann  to  give  the  present  proportions  of 
materials  in  stock  presently  for  the  gas  group  as  compared 
to  the  electric  group.  Also  at  page  2024  Mr.  Guttmann 
asked  you  as  to  the  volume  of  stores  maintained  by  the 
transportation  companies.  Again  at  page  2032  the  Exam¬ 
iner  asked  you  to  give  similar  figures  for  all  groups.  Can 
you  give  us  those  figures  now  as  of  December  31,  1946? 
A.  Yes,  I  can. 

Q.  Will  you  give  them  to  us,  please?  A.  At  Decem¬ 
ber  31, 1946  the  materials  and  supplies  accounts  of  the  vari¬ 
ous  companies  having  materials  and  supplies  balances  were 
shown  on  the  records  of  the  companies  as  follows : 

Allegheny  County  Steam  Heating  Company,  $29,934; 

Cheswick  &  Harmar  Railroad  Company,  $11,733 ; 

Duquesne  Light  Company,  $3,360,403 ; 

Equitable  Auto  Company,  $105,086,  or  a  total  for  the 
electric  or  light  group  of  $3,507,156. 

Equitable  Gas  Company,  $435,788; 

[2790]  Finleyville  Oil  &  Gas  Company,  $16; 

Philadelphia  Oil  Company,  $S,812; 

Pittsburgh  &  West  Virginia  Gas  Company,  $296,668,  or 
a  total  for  the  gas  group  of  $741,284. 

The  Examiner:  What  was  the  total  for  the  electric 
group? 

The  Witness:  The  total  for  the  electric  group  is 
$3,507,156. 
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The  Examiner:  About  seventy-five  per  cent  of  the  pur¬ 
chases  for  the  year  1946,  according  to  your  exhibit,  and  the 
gas  group  was  $700,000? 

Mr.  Hackney:  These  are  not  purchases;  they  are  bal¬ 
ances. 

The  Examiner:  I  know.  In  other  words,  at  the  year- 
end  they  had  in  stock  about  To  per  cent  of  their  purchases 
for  the  year  in  the  electric  group. 

Mr.  Hackney:  Not  quite.  He  is  going  to  explain  the 
difference,  why  he  can  not  give  the  purchases  for  the  year 
and  why  he  has  to  resort  to  the  balances  at  the  end  of  the 
year. 

By  Mr.  Hackney: 

Q.  What  is  the  percentage  of  the  balances  at  the  end  of 
the  year,  Mr.  Coffman?  A.  The  per  cents  of  the  bal¬ 
ances  for  each  group  to  total  would  be,  in  round  figures, 
67  per  cent  for  the  light  group,  14  per  cent  for  the  gas  group 
and  19  per  cent  for  the  Pittsburgh  Railways  Company.  The 
Pittsburgh  Railways  Company  had  a  balance  at  December 
31,  1946  of  $97S,467.  The  [2791]  The  total  for  all  these 
figures,  which  represents  the  total  for  Philadelphia  Com¬ 
pany  and  subsidiaries,  is  $5,226,907,  and  the  per  cents  that 
I  read  were  the  per  cents  of  each  group  total  to  the  grand 
total. 

The  Examiner:  They  were  percentages  of  the  Phila¬ 
delphia  Company  and  subsidiaries? 

The  Witness:  Yes,  which  is  the  grand  total  for  all  of 
the  companies. 

The  $3,360,403  figure  which  I  have  given  for  Duquesne 
Light  Company  includes  $781,099  coal  which  is  carried  in 
materials  and  supplies. 
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By  Mr.  Hackney: 

Q.  Mr.  Coffman,  at  page  2032  of  the  transcript  yon 
testified  that  the  balance  in  materials  and  supplies  as  of 
December  31, 1946  in  the  electric  group  was  about  $3,402,000. 
How  do  you  reconcile  that  figure  with  the  amount  of 
$3,507,156  which  you  have  just  given  us  for  the  same  group? 
A.  The  figure  of  $3,507,156  which  I  have  just  given  in¬ 
cludes  $105, 0S6  representing  the  materials  and  supplies 
account  of  Equitable  Auto  Company  at  December  31,  1946. 
If  the  figure  for  Equitable  Auto  Company  is  deducted  the 
resulting  figure  is  $3,402,070,  or  the  total  balance  in  the 
material  and  supplies  account  of  Duquesne  Light  Company, 
Allegheny  County  Steam  Heating  Company  and  Cheswick 
&  Harmar  Railroad  Company,  or  the  companies  in  the  light 
group  excluding  [2792]  Equitable  Auto  Company. 

The  Examiner:  Why  should  Equitable  Auto  be  excluded 
from  the  light  company  group? 

The  Witness:  Well,  because  in  giving  my  other  figure  I 
treated  the  Equitable  Auto  Company  as  a  separate  com¬ 
pany  and  under  segregation  it  disappears  altogether. 

The  Examiner:  You  didn’t  exclude  the  Equitable  Auto 
Company  from  invoices  passed;  you  included  the  Equitable 
Auto  Company  in  the  light  group.  Why  did  you  do  that? 

The  Witness:  That  is  on  the  1946  figures. 

The  Examiner:  That  is  on  the  1946  figures,  yes  sir. 

The  Witness:  Yes,  and  in  the  original  figure  that  I  gave 
I  had  included  all  of  the  figures  except  the  Auto  Company, 
which  was  shown  separately. 

By  Mr.  Hackney: 

Q.  So  at  the  prior  testimony  on  page  2032  the  correct 
balance  for  all  companies  in  the  electric  group,  including 
Equitable  Auto  Company,  as  of  December  31,  1946,  was 
$3,507,156?  A.  That  is  correct. 
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Q.  And  excluding  Equitable  Auto  Company,  your  prior 
testimony  of  $3,402,000  is  correct?  A.  Yes,  sir. 

By  Mr.  Guttmann: 

Q.  Will  you  pardon  me  just  one  moment?  [2793]  You 
testified  a  moment  ago  that  there  is  some  coal  carried  in 
materials  and  supplies.  Is  that  mine  coal  on  hand  at  the 
stations,  do  you  know?  A.  As  I  recall  it  that  is  the 
coal  in  inventory  at  that  time.  That  is  the  dollar  value. 

By  Mr.  Hackney: 

Q.  At  page  2033  Mr.  Guttmann  asked  you  whether  you 
have  any  inventory  of  gas  supplies  at  the  Penn  Avenue 
storeroom  and  also  at  the  McKeesport  storeroom  as  of  De¬ 
cember,  1946.  Have  you  ascertained  the  figures?  A. 
Yes.  I  found  that  a  quantity  record  of  the  inventory  of 
stores  of  gas  supplies  at  the  Penn  Avenue  storeroom  and 
at  the  McKeesport  storeroom  of  the  Equitable  Gas  Com¬ 
pany  could  be  obtained  as  of  December  31,  1946.  However, 
I  did  not  believe  that  a  quantity  record  of  this  material 
consisting  of  thousands  of  items  was  what  was  desired.  I 
have  not  obtained  a  statement  of  the  dollar  value  of  the 
inventory  at  each  of  these  storerooms  as  of  December  31, 
1946,  but  I  did  procure  from  the  accounting  department 
the  dollar  value  of  the  inventory  at  each  of  those  stores  at 
May  31, 1947.  These  figures  are  as  follows : 

At  210  10th  Street,  McKeesport,  $6,025.42; 

At  6304  Penn  Avenue,  Pittsburgh,  $40,435.91,  exclusive 
of  $143,336.43  of  appliance  merchandise  which  is  also  kept 
at  that  storeroom. 

I  would  like  to  explain  why  I  did  not  obtain  this  same 
[2794]  data  as  of  December  31,  1946. 

Under  the  machine  accounting  methods  used  by  these 
companies  the  data  requested  as  of  December  31, 1946  with 


Testimony — Paul  B.  Coffman — Re-direct.  1805a 


respect  to  these  two  particular  storerooms  can  only  be  ob¬ 
tained  conveniently  by  making  a  machine  separation  of  the 
tabulating  cards  which  are  used  to  list  the  quantities  and 
unit  price  of  the  items  which  are  carried  in  materials  and 
supplies  at  all  storerooms.  These  particular  data  as  to  a 
given  storeroom  can  only  be  secured  conveniently  during 
the  progress  of  a  regular  run,  at  which  time  the  cards  con¬ 
taining  the  items  pertaining  to  a  particular  storeroom  are 
separated.  Regular  runs  are  made  monthly  for  the  purpose 
of  obtaining  and  transferring  the  data  shown  on  the  cards 
to  an  Equitable  Gas  Company  system  record.  Following 
the  regular  run  the  results  are  verified  by  machine  methods 
and  the  cards  employed  are  destroyed,  as  they  have  served 
their  purpose.  The  only  way  in  which  these  data  could  be 
obtained  as  of  December  31, 1946  at  the  present  time  would 
be  either  to  extract  the  data  by  hand  methods  from  original 
records  or  else  to  prepare  new  tabulating  cards  and  make  a 
special  run.  Either  alternative  would  cause  the  accounting 
division  to  spend  a  considerable  length  of  time  in  preparing 
this  information.  Moreover,  this  division  has  a  very  heavy 
load  factor  as  the  result  of  consolidated  operations.  I  there¬ 
fore  did  not  feel  justified  in  asking  that  the  data  be  obtained 
when  this  division  was  able  to  give  me  current  information 
with  respect  to  these  two  storerooms. 

[2795]  Q.  At  page  2033  of  the  transcript  you  were 
asked  by  Mr.  Guttmann  whether  the  materials  and  supplies 
located  at  McKeesport  and  at  Penn  Avenue  are  handled  and 
supervised  by  the  complement  of  employees  set  forth  on 
page  9-I-4.1  and  4.2  or  whether  they  are  handled  hv  other 
employees.  Would  you  be  good  enough  to  answer  that  ques¬ 
tion,  please?  A.  Equitable  Gas  Company  maintains  a 
storeroom  at  210  10th  Street,  McKeesport,  for  storing  gas 
materials  and  supplies,  which  is  operated  by  its  own  em¬ 
ployees  who  are  on  its  payroll  and  who  are  paid  by  check 
of  that  company.  These  employees  do  not  report  to  and 
are  not  subject  to  the  supervision  of  Mr.  Balch,  the  general 
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storekeeper  of  the  general  stores  department  of  Duquesne 
Light  Company,  although  Mr.  Balch  serves  in  an  advisory 
capacity  with  respect  to  this  and  other  stores  maintained  by 
the  Equitable  Gas  Company. 

The  employees  of  Equitable  Gas  Company  at  this  Mc¬ 
Keesport  storeroom  are  not  included  on  sheet  9-I-4.1  and 
4.2  of  Exhibit  P-65-2,  as  the  employees  shown  on  those  sheets 
include  only  employees  of  the  general  stores  department  of 
Duquesne  Light  Company.  Duquesne  Light  Company  main¬ 
tains  a  storeroom  at  139  Atlantic  Avenue,  McKeesport,  for 
storing  electrical  materials  and  supplies.  This  storeroom 
is  operated  by  its  own  employees  in  the  general  stores  de¬ 
partment  of  Duquesne  Light  Company,  who  are  on  its  own 
payroll  and  who  are  paid  by  check  of  that  company.  These 
einployees  are  subject  to  the  [2796]  direct  supervision  of 
Mr.  Balch,  the  general  storekeeper  of  the  general  stores 
department  of  Duquesne  Light  Company.  They  are  in¬ 
cluded  in  sheets  9-I-4.1  and  4.2  of  Philadelphia  Company 
Exhibit  65-2. 

Duquesne  Light  Company  has  no  storeroom  at  Perm 
Avenue,  Pittsburgh.  Equitable  Gas  Company,  however, 
does  maintain  a  storeroom  for  storing  gas  materials  and 
supplies  at  6304  Penn  Avenue. 

Q.  That  is  in  Pittsburgh?  A.  In  Pittsburgh.  This 
storeroom  is  operated  by  Equitable  Gas  Company’s  own 
employees  who  are  on  its  payroll  and  who  are  paid  by  its 
check.  They  do  not  report  to  and  are  not  subject  to  the 
Supervision  of  Mr.  Balch,  the  general  storekeeper  of  the 
general  stores  department  of  the  Duquesne  Light  Company, 
although  Mr.  Balch  serves  in  an  advisory  capacity  with 
respect  to  this  storeroom  as  well  as  the  other  storerooms 
maintained  by  Equitable  Gas  Company.  These  employees 
are  not  included  on  sheet  9-I-4.1  and  4.2  of  Philadelphia 
Company’s  Exhibit  65-2,  as  those  sheets  include  only  em¬ 
ployees  of  the  general  stores  department  of  the  Duquesne 
Light  Company. 
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Q.  At  page  2034  of  the  transcript  yon  were  asked  by 
Mr.  Guttmann  as  to  whether,  in  connection  with  your  segre¬ 
gation  study,  you  gave  any  consideration  to  the  possible 
advantages  of  centralization  of  stores,  meaning  by  that  cen¬ 
tralization  of  [2797]  stores  for  the  gas  group,  centralization 
of  stores  for  the  electric  group,  and  centralization  of  stores 
for  the  transportation  group.  What  consideration  did  you 
give  to  this  matter?  A.  I  did  consider  this  as  a  factor 
in  connection  with  my  study,  and  it  is  my  judgment  that  the 
considerations  which  have  caused  certain  of  these  com¬ 
panies  to  maintain  separate  stores  at  the  present  time 
would  be  equally  present  for  those  same  companies  in  the 
event  of  segregation.  The  matter  of  having  separate  stores 
or  centralized  stores  for  a  particular  company  is  essentially 
a  matter  of  managerial  judgment.  It  has  been  the  judgment 
of  the  management  of  those  companies  which  maintain  sep¬ 
arate  stores  that  the  nature,  location  and  type  of  service 
rendered  by  their  respective  utility  systems  was  such  that 
it  was  advantageous  to  maintain  separate  stores  as  they 
now  exist.  I  found  that  in  reaching  this  judgment  they 
were  moved  by  considerations  of  operating  convenience, 
economy  and  quality  of  service  to  their  respective  cus¬ 
tomers.  Since  the  separate  storerooms  of  Equitable  Gas 
Company,  the  separate  storerooms  of  Pittsburgh  &  West 
Virginia  Gas  Company,  the  separate  storerooms  of  the 
trustees  of  Pittsburgh  Railways  Company,  and  certain  of 
the  storerooms  of  the  general  stores  department  of  Du- 
quesne  Light  Company  are  not  in  any  way  affected  by  seg¬ 
regation,  I  saw  no  reason  to  believe  that  after  segregation 
the  managements  of  the  respective  groups  of  companies 
resulting  from  segregation  would  take  a  different 
[2798]  view  concerning  the  maintenance  of  separate  stores. 

I  recognize,  of  course,  as  I  have  previously  testified,  that 
segregation  will  bring  about  a  new  manner  of  handling 
stores  now  handled  by  Equitable  Auto  Company,  because 
I  have  treated  Equitable  Auto  Company  as  being  eliminated. 
I  also  recognize  that,  with  respect  to  the  gas  companies,  a 
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separate  storeroom  and  attendant  supervisory  or  other  per¬ 
sonnel  -would  have  to  be  set  up  at  an  appropriate  place, 
presumably  in  the  Pittsburgh  district,  to  take  over  the  store¬ 
room  functions  now  performed  for  the  gas  companies  by 
the  general  stores  department  of  the  Duquesne  Light  Com¬ 
pany  at  the  Manchester  stores  and  at  the  Eeedsdale  Street 
storeroom. 

Q.  At  page  2034  of  the  transcript  the  Examiner  asked 
you  as  to  whether  the  Duquesne  Light  Company  stores  at 
the  present  time  have  railroad  sidings,  and  also  whether 
any  of  the  gas  company  stores  have  railroad  sidings.  Will 
you  give  us  that  information?  A.  The  following  stores 
of  the  general  stores  department  of  Duquesne  Light  Com¬ 
pany  have  railroad  sidings : 

Eeedsdale  Street  storeroom,  Pittsburgh,  Pennsylvania; 
the  Manchester  storeroom,  Pittsburgh,  Pennsylvania;  the 
district  storeroom  at  139  Atlantic  Avenue,  McKeesport, 
Pennsylvania;  the  power  station  storeroom  at  the  Colfax 
plant,  Cheswick,  Pennsylvania ;  the  power  station  storeroom 
at  the  Phillips  plant  at  Wireton,  Pennsylvania;  the  power 
station  [2799]  storeroom  at  the  Eeed  plant  on  Bruno  Is¬ 
land,  Pittsburgh,  Pennsylvania ;  and  the  mine  storeroom  at 
Harwich  Mine,  Cheswick,  Pennsylvania. 

The  only  separate  storeroom  of  the  Equitable  Gas  Com¬ 
pany  which  has  a  railroad  siding  is  the  storeroom  at 
Waynesburg,  Pennsylvania.  Of  course,  Equitable  Gas 
Company,  as  I  have  previously  testified,  does  have  stores 
maintained  by  the  general  stores  department  of  the  Du¬ 
quesne  Light  Company  at  the  Manchester  storeroom  and  at 
the  Eeedsdale  Street  storeroom,  which  as  I  have  indicated 
do  have  railroad  sidings. 

The  following  storerooms  of  Pittsburgh  &  West  Vir¬ 
ginia  Company  have  railroad  sidings : 

The  base  storeroom  at  Clarksburg,  West  Virginia,  the 
base  storeroom  at  Downs,  West  Virginia,  the  base  store- 
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room  at  Weston,  West  Virginia,  and  the  storeroom  at 
Burnsville,  West  Virginia. 

I  might  mention  at  this  point  that  the  base  storeroom 
at  Downs,  which  has  a  railroad  siding,  is  a  storeroom  lo¬ 
cated  in  the  Downs  compressor  station  building  at  Downs, 
West  Virginia. 

There  is  also  another  storeroom  at  Downs,  West  Vir¬ 
ginia  which  is  maintained  by  this  company,  but  it  is  a  sub- 
storeroom  at  a  different  location.  This  substoreroom  is 
used  to  store  a  very  small  amount  of  transmission  system 
material. 

Q.  At  page  2035  of  the  transcript  the  Examiner  asked 
you  whether  you  agree  that  stores  with  railroad  sidings 
could  [2800]  be  operated  much  more  economically  than 
where  everything  had  to  be  trucked  in  and  out.  You  an¬ 
swered  that  in  certain  instances  that  statement  might  be 
true  but  that  in  other  instances  it  might  not  be  true.  Can 
you  clarify  this  point  for  us?  A.  I  have  investigated 
this  matter  and  I  find  that  the  matter  of  whether  or  not  a 
storeroom  needs  a  railroad  siding  depends  principally  upon 
two  factors.  These  are,  first  and  principally,  the  volume  of 
stores  material  which  will  be  handled ;  and  second,  and  less 
important,  the  size  and  type  of  material  and  equipment 
which  will  be  handled.  I  found  also  that  the  stores  which 
I  have  already  listed  as  being  stores  which  have  railroad 
sidings  are  generally  speaking  those  stores  which  handle 
the  greater  volume  of  stores  material. 

Q.  At  page  2035  of  the  transcript,  referring  to  sheet 
9-I-4.1  and  4.2  of  the  Philadelphia  Exhibit  65-2,  Mr.  Gutt- 
mann  asked  you  as  to  whether  the  entire  complement  of 
stockmen  in  the  electric  group  after  segregation  is  there 
shown  to  be  38  in  number,  and  whether  there  would  be  any 
additional  stockmen  for  the  electric  group  from  any  other 
department  or  division.  Will  you  answer  those  questions? 
A.  38  stockmen  are  shown  on  sheet  9-I-4.1  and  4.2  as  being 
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assigned  to  the  electric  group  to  carry  on  after  segregation 
the  functions  presently  performed  by  the  general  stores 
department  of  Duquesne  Light  Company.  The  only 
[2801]  additional  stockmen  who  will  he  needed  in  segrega¬ 
tion  by  the  light  group  are  the  two  stockmen  who  are  shown 
on  sheet  EA-I-4.1  of  Philadelphia  Company  Exhibit  65-2. 
These  two  additional  stockmen  will  he  needed  to  perform 
for  the  light  group  after  segregation  the  functions  which 
are  presently  performed  by  Equitable  Auto  Company,  which 
company,  for  purposes  of  my  study,  will  be  eliminated  in 
the  event  of  segregation.  Aside  from  these  two  stockmen 
there  will  be  no  additional  stockmen  in  the  light  group 
from  any  other  department  or  division. 

Q.  At  page  2036  of  the  transcript  Mr.  Guttmann  asked 
you  whether  the  five  stockmen  shown  on  sheet  9-I-4.1  of 
Philadelphia  Exhibit  65-2  would  constitute  the  total  com¬ 
plement  of  stockmen  for  the  gas  group  in  the  event  of  segre¬ 
gation,  or  as  to  whether  there  would  be  other  stockmen. 
"Will  you  explain  that,  please?  A.  The  five  stockmen 
shown  on  that  sheet  as  being  assigned  to  the  gas  group 
represent  only  the  number  of  stockmen  which  would  be 
needed  in  the  gas  group  to  perform  for  the  gas  group  after 
segregation  those  functions  which  are  presently  performed 
for  companies  in  the  gas  group  by  the  general  stores  depart¬ 
ment  of  Duquesne  Light  Company.  In  the  event  of  segrega¬ 
tion  there  will  be  other  stockmen  needed  in  the  gas  group 
in  addition  to  these  five.  The  other  men  who  will  be  needed 
vtill  be  those  who  are  already  performing  [2802]  the  func¬ 
tions  of  a  stockman  for  Equitable  Gas  Company,  Pittsburgh 
&  West  Virginia  Gas  Company,  and  Kentucky  West  Vir¬ 
ginia  Gas  Company,  with  respect  to  their  own  separate 
stores  operation. 

As  I  have  previously  testified,  segregation  will  not  affect 
the  personnel  of  these  companies,  who  are  employees  in 
connection  with  the  operation  of  their  respective  separate 
stores.  In  addition  there  will  also  be  two  stockmen  needed 
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for  the  gas  group  as  is  shown  by  sheet  EA-I-4.1  of  Exhibit 
P-65-2  where  I  have  assigned  two  stockmen  to  the  gas  group. 
These  two  stockmen  will  be  needed  in  the  gas  group  to  per¬ 
form  the  functions  which  are  now  being  performed  by 
Equitable  Auto  Company,  which  company  will  be  elimin¬ 
ated  in  the  event  of  segregation. 

Q.  At  page  2036  of  the  transcript  Mr.  Guttmann  asked 
you  whether  there  are  presently  stockmen  on  the  payroll  of 
Equitable  Gas  Company  who  are  not  considered  in  your 
segregation  study.  Is  that  true!  A.  Yes,  as  I  have  al¬ 
ready  testified  that  is  the  case. 

The  Examiner:  We  will  take  a  recess  for  five  minutes. 

(Short  recess.) 

The  Examiner:  Proceed,  Mr.  Hackney. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  you  have  just  testified  at  some  length 
with  reference  to  the  purchasing  and  stores  department. 
Does  [2803]  that  testimony  represent  an  answer  by  you 
to  all  questions  which  were  asked  by  Mr.  Guttmann  or  by 
the  Examiner  at  the  prior  hearings  upon  your  cross-exam¬ 
ination  with  reference  to  that  department!  A.  As  I  have 
previously  testified,  I  think  in  connection  with  the  purchas¬ 
ing  and  stores  department,  at  least  so  far  as  I  know,  I  have 
answered  every  question  that  was  raised  on  cross-examina¬ 
tion  in  regard  to  that  particular  department. 

The  Examiner:  How  long  would  you  say,  Mr.  Coffman, 
it  took  you  to  prepare  for  this  re-direct  testimony  that  you 
have  given  on  the  purchasing  and  stores  department! 

The  Witness:  Including  myself  there  were  seven  men 
in  Pittsburgh  from  the  date  the  recess  started  until  we 
returned  here,  and  most  of  those  men  were  working  on  dif¬ 
ferent  phases  of  the  purchasing  and  stores  department  for 
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the  first  week,  when  it  became  clear  to  me  that  if  I  followed 
that  procedure  I  wouldn’t  get  to  many  of  the  other  questions 
that  were  asked,  so  I  would  say  that  it  took  about  the  full 
time  of  the  seven  men  for  one  week,  and  then  I  brought 
that  matter  to  a  close  in  order  to  get  on  to  other  questions. 
Of  course,  that  required  a  considerable  amount  of  time  of 
departmental  heads  whom  we  had  to  contact  in  order  to  get 
additional  facts  and  figures  that  I  have  presented  here. 

[2S04]  The  Examiner:  Do  I  understand  you  to  say 
that  you  and  the  seven  men  worked  a  week  on  your  redirect 
examination  that  you  have  just  given  as  to  the  purchasing 
and  stores? 

The  Witness:  I  think  that  is  pretty  much  the  situation. 

The  Examiner:  And  neither  you  nor  any  of  the  men 
worked  on  any  of  the  other  general  departments? 

The  Witness:  In  certain  cases  as  we  went  along,  where 
other  questions  would  relate  to  the  same  departmental 
head,  we  tried  to  combine  that  in  order  to  save  the  time  of 
the  departmental  heads  so  that  we  wouldn’t  have  to  go 
back  repeated  times  to  disturb  him,  but  I  would  say  that  it 
took  about  a  full  week,  and  that  includes  day  and  night 
work.  We  were  spending  as  much  time  in  the  day  as  we 
could  stand. 

Mr.  Hackney:  I  want  the  rcord  to  show  that  these  re¬ 
spondents  are  ready  and  willing  and  desirous  of  answering 
in  a  similar  manner  every  other  question  relating  to  every 
other  department  or  any  other  subject  which  was  touched 
upon  in  cross-examination  and  which  was  left  unanswered 
because  of  Mr.  Coffman’s  inability  to  check  or  to  recall  the 
precise  detail,  and  we  stand  ready  at  any  time  to  supply 
that  information,  given  sufficient  time  to  do  it. 

The  Examiner:  Currently,  are  you  having  your  group 
of  seven  men  in  Pittsburgh  go  through  the  other  general 
departments? 
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The  Witness:  No,  sir.  What  has  happened  is  that  when 
we  left  Pittsburgh  we  had  numerous  notes  which  were  an¬ 
swers  or  [2805]  part  answers  to  questions  that  were  raised 
in  regard  to  the  general  departments,  and  those  matters  are 
now  being  reduced  to  writing,  as  far  as  we  were  able  to  go. 

By  Mr.  Hackney: 

Q.  While  you  and  your  men  were  in  Pittsburgh,  you 
did  develop  I  believe  certain  answers  to  questions  asked 
with  reference  to  some  of  the  other  departments?  A. 
Yes,  sir,  that  is  correct,  and  in  certain  cases  we  made  more 
progress  in  respect  to  one  department  than  we  did  to  an¬ 
other,  depending  upon  the  amount  of  investigation  that  was 
required  to  get  the  specific  answer. 

Mr.  Hackney:  For  the  Examiner’s  information,  we 
propose  now  to  turn  to  some  of  the  other  departments  and 
give  such  answers  as  we  have  information  collected  upon, 
in  order  to  answer  such  questions  as  we  can  as  to  those 
other  departments. 

The  Examiner:  I  would  just  like  to  ask  one  more  ques¬ 
tion  of  the  witness.  Will  you  tell  the  Commission  why  you 
selected  the  purchasing  and  stores  department,  which  rep¬ 
resents  about  5M>  per  cent  of  your  total  figure  for  in¬ 
creased  cost  on  segregation?  Why  didn’t  you  take  the 
accounting  department  for  example? 

The  Witness:  It  wasn’t  altogether  a  basis  of  selection, 
sir.  When  we  arrived  in  Pittsburgh  we  had  noted  down 
the  various  questions  in  which  I  could  not  recall  all  the 
details  in  regard  to  the  answer.  At  that  time,  I  assigned 
those  questions  to  various  men,  based  upon  a  particular 
departmental  [2S06]  head  that  would  have  to  be  contacted, 
in  order  to  conserve  that  man’s  time.  As  I  stated  earlier  in 
my  testimony,  after  one  week  of  that  procedure  it  was  very 
clear  to  me  that  I  was  going  to  be  in  the  middle  of  a  lot  of 
answers  and  have  nothing  at  all  complete  by  the  time  I  was 
supposed  to  be  back  here.  So  in  going  over  the  material  I 
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then  concentrated  on  the  purchasing  and  stores  because  that 
was  farthest  along,  in  order  to  get  it  completed,  and  then 
proceed  to  go  on  to  these  other  matters.  Meanwhile,  so 
far  as  the  accounting  department  and  its  various  divisions 
were  concerned,  we  were  working  on  that,  but  the  nature 
of  the  questions  was  such  that  it  took  a  longer  time  for  the 
departmental  heads  to  get  the  figures  that  were  required. 

Xow,  I  have  certain  information  on  a  good  many  of  the 
divisions  of  the  accounting  department,  but  I  cannot  say 
that  I  answered  in  regard  to  the  accounting  department 
every  question,  as  I  could,  say,  in  purchasing  and  stores. 
But  I  have  answered  a  good  many,  and  that  is  true  of  some 
of  the  other  general  departments,  too. 

By  Mr.  Hackney: 

Q.  Turning  next,  Mr.  Coffman,  to  the  executive  depart¬ 
ment,  there  were  a  number  of  leading  questions  asked  you 
with  reference  to  the  executive  department  which  may  serve 
to  muddy  the  water,  so  to  speak.  Will  you  explain  in  your 
own  words  the  makeup  of  the  executive  department?  A. 
The  executive  department  is  composed  of  Mr.  Crowley 
[2807]  and  Mr.  Fleger  and  their  ten  assistants.  Mr. 
Crowley  works  solely  for  the  Philadelphia  Company  in  so 
far  as  Philadelphia  Company  and  subsidiary  companies  are 
concerned.  Although  Mr.  Crowley  is  chairman  of  the 
board  of  Duquesne  Light  Company,  Equitable  Gas  Com¬ 
pany,  and  Pittsburgh  West  Virginia  Gas  Company,  his 
duties  in  these  capacities  have  been  nominal  and  he  re¬ 
ceives  no  compensation  in  such  capacities.  Mr.  Crowley’s 
salary  for  his  work  is  charged  entirely  to  Philadelphia 
Company.  His  work  is  concerned  entirely  with  matters  of 
policy. 

Mr.  Fleger ’s  salary  and  time  are  divided  between  the 
executive  department  and  the  law  department,  including  the 
real  estate  division.  So  far  as  the  executive  department  is 
concerned,  Mr.  Fleger  serves  as  executive  vice  president 
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of  Philadelphia  Company,  president  of  Kentucky  West  Vir¬ 
ginia  Gas  Company,  and  Equitable  Real  Estate  Company. 
He  is  also  president  of  Equitable  Sales  Company,  which  is 
in  process  of  liquidation.  One-half  of  his  salary  is  charged 
to  the  executive  department,  and  this  one-half  is  allocated 
in  the  following  manner  to  the  following  companies  for 
which  he  does  work :  Philadelphia  Company,  69.36  per  cent ; 
Kentucky  West  Virginia  Gas  Company,  27.27  per  cent  and 
Equitable  Real  Estate  Company,  3.37  per  cent.  He  re¬ 
ceives  no  compensation  as  president  of  Equitable  Sales 
Company.  These  percentages  are  based  on  the  gross  reve¬ 
nues  of  each  of  these  companies  for  the  vear  ended  Novem¬ 
ber  30,  1946. 

[2808]  The  salaries  of  the  other  ten  people  in  the  execu¬ 
tive  department  are  allocated  on  the  same  basis  as  the  one- 
half  portion  of  Mr.  Fleger’s  salary,  which  is  charged  to  the 
executive  department,  as  I  have  mentioned  above,  with  the 
exception  that  the  salary  of  Mr.  Fleger’s  secretary  is  split 
50-50  between  the  executive  department  and  the  law  and 
real  estate  department. 

The  ten  assistants  referred  to  consist  of  an  assistant 
to  the  executive  vice  president,  a  secretary  to  the  executive 
vice  president,  a  secretary  to  the  assistant  to  the  executive 
vice  president,  and  analyst,  an  office  manager,  a  statistician, 
three  stenographers  and  a  junior  clerk. 

In  addition  to  Mr.  Crowley,  Mr.  Fleger,  and  their  ten 
assistants,  Philadelphia  Company  retains  the  services  of 
Mr.  B.  W.  Lynch  as  a  financial  adviser.  Mr.  Lynch  is  not 
a  full-time  employee  of  Philadelphia  Company.  He  is  not 
a  member  of  the  executive  department  nor  does  he  have 
office  space  in  the  executive  department.  However,  his 
entire  compensation  as  financial  adviser,  except  for  ex¬ 
penses,  consists  of  $10,000  yearly  salary,  which  is  carried 
on  the  general  officers’  payroll  and  charged  entirely  to  the 
Philadelphia  Company.  Mr.  Lynch  participates  in  the 
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annuity  plan  with  the  Equitable  Life  Assurance  Society, 
which  is  available  to  all  employees  of  Philadelphia  Company 
and  subsidiary  companies.  The  cost  of  his  participation 
in  this  annuity  plan  is  borne  50  per  cent  by  [2809]  Phila¬ 
delphia  Company  and  50  per  cent  by  him  through  monthly 
payroll  deductions.  Because  Mr.  Lynch  is  included  on  the 
payroll  of  Philadelphia  Company  and  reports  to  Mr. 
Crowley,  I  have  included  him  as  a  member  of  the  executive 
department  for  purposes  of  my  study,  and  his  salary  and 
the  cost  of  Philadelphia  Company’s  contribution  toward 
his  annuity  payments  are  treated  throughout  the  exhibits 
in  the  same  fashion  as  those  of  an  employee  in  the  executive 
department. 

I  might  point  out  that  Philadelphia  Company  has  only 
one  full-time  employee  whose  time  is  devoted  100  per  cent 
to  Philadelphia  Company’s  work  and  his  salary  is  included 
in  the  general  department’s  payroll.  His  name  is  J.  B. 
McAuley,  a  general  bookkeeper  in  the  disbursement  divi¬ 
sion  of  the  accounting  department.  His  salary  is  charged 
100  per  cent  to  Philadelphia  Company. 

Except  for  Mr.  Crowley,  Mr.  Lynch,  also  employed  out¬ 
side  the  Philadelphia  Company  system,  and  Mr.  McAuley, 
every  other  employee  of  Philadelphia  Company  is  also  an 
employee  of  one  or  more  other  companies  in  the  Philadelphia 
Company  system. 

As  Mr.  Fleger  testified  earlier  in  this  proceeding,  the 
gas  properties  of  Philadelphia  Company  are  not  operated 
by  it,  but  are  leased  to  Equitable  Gas  Company  and  oper¬ 
ated  by  that  company.  All  of  the  employees,  including  Mr. 
Crowley,  Mr.  Lynch  and  Mr.  McAuley,  who  perform  work 
for  Philadelphia  Company  and  who  receive  part  of  their 
compensation  from  [2S10]  Philadelphia  Company  for  that 
work,  are  carried  on  either  the  general  officers’  payroll,  the 
junior  officers’  payroll,  or  else  the  general  department’s 
payroll.  The  payroll  records  of  the  companies  list  no  indi- 
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viduals  as  employees  of  Philadelphia  Company  either  full 
time  or  part  time  whose  salaries  are  included  in  the  general 
office  payroll  or  the  operating  payroll. 

Q.  Mr.  Coffman,  do  you  have  in  front  of  you  Philadel¬ 
phia  Exhibit  67-2?  A.  Yes,  sir,  I  do. 

Q.  That  is  also  marked  “Working  Paper  Supporting 
Schedule  K?”  A.  Yes,  sir. 

Q.  In  preparing  Schedule  K,  that  is,  Philadelphia  Ex¬ 
hibit  67-2,  how  were  payments  for  Mr.  Crowley’s  annuity 
handled  in  determining  costs  both  before  segregation  and 
after  segregation?  A.  In  Schedule  K  of  Philadelphia 
Company  Exhibit  67-2,  the  cost  of  Mr.  Crowley’s  annuity, 
so  far  as  the  company’s  general  plan  is  concerned,  was  not 
treated  specifically  since  to  have  done  that  for  each  em¬ 
ployee  throughout  my  study  would  have  meant  a  tremen¬ 
dous  amount  of  work  in  going  through  the  record  for  each 
employee  treated  in  my  study.  As  I  explained,  in  preparing 
Schedule  K,  Philadelphia  Company  Exhibit  67-2,  I  took 
into  consideration  the  number  of  employees  involved  after 
segregation  and  the  payroll  cost  thereof.  The  difference 
be-  [2811]  tween  the  payroll  cost  after  segregation  and 
the  payroll  cost  before  segregation  gave  me  the  increase 
in  salary  cost  that  would  result  from  segregation.  Like¬ 
wise,  I  followed  the  same  procedure  as  to  number  of  em¬ 
ployees  before  and  after  segregation  so  that  I  was  able 
to  calculate  the  average  salary  cost  of  the  additional 
employees  required  in  segregation.  Upon  this  average 
salary  cost,  I  calculated  the  company’s  portion  of  the 
annuity  charge,  which  I  multiplied  by  the  increase  in  num¬ 
ber  of  employees  resulting  from  segregation.  This  pro¬ 
cedure  gave  me  the  increase  in  annuity  cost  arising  from 
segregation. 

As  I  have  stated,  so  far  as  the  company’s  regular 
annuity  plan  is  concerned,  the  company’s  portion  of  Mr. 
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Crowley’s  annuity  cost  would  be  included  in  the  $3,200 
opposite  the  company’s  annuity  shown  in  the  executive 
department  in  Philadelphia  Company’s  Exhibit  67-2,  Sheet 
E-l  to  17,  Page  1  of  4. 

I  gave  no  specific  consideration  to  the  company’s  portion 
of  Mr.  Crowley’s  annuity  cost  before  or  after  segregation 
because  under  the  method  I  used  such  consideration  was 
not  necessary  to  my  calculations  except  in  so  far  as  I 
automatically  included  this  cost  on  Exhibit  67-1,  executive 
department  present  base,  Philadelphia  Company,  amount 
of  $4,445.  This  figure  I  could  not  break  down  in  detail 
since,  as  I  have  stated  in  my  previous  testimony,  I  arrived 
at  that  figure  by  subtracting  the  increase  arising  from 
segregation  in  each  department,  from  the  [2812]  total  cost 
arising  from  segregation,  and  through  such  process  arrived 
at  the  cost  on  the  present  base. 

Q.  In  your  opinion,  is  the  basis  under  which  the  salaries 
df  persons  in  the  executive  department  are  allocated  in  the 
various  companies  a  sound  and  proper  basis!  A.  As  I 
have  testified  previously,  the  salaries  of  the  persons  em¬ 
ployed  in  this  department  are  distributed  on  the  basis  of 
gross  revenues  of  Philadelphia  Company,  Kentucky  West 
Virginia  Gas  Company,  and  Equitable  Real  Estate  Com¬ 
pany.  This  has  been  found  by  the  companies  involved  to 
furnish  the  best  measure  of  work  performance.  It  is  in 
accordance  with  the  provisions  of  the  oral  agreement  relat¬ 
ing  to  the  constitution  of  the  general  department,  as  I 
understand  Mr.  Fleger’s  testimony  concerning  the  opera¬ 
tion  of  this  agreement  and  the  parties  to  it.  I  believe  this 
basis  to  be  sound  in  general  principle.  It  is  a  method 
commonly  used  in  business  for  allocating  costs  where  the 
nature  of  the  work  performed  is  such  that  no  specific 
measure  exists  for  practical  purposes.  It  is  the  judgment 
of  Mr.  Fleger  that  no  more  specific  basis  for  allocating 
the  salaries  of  the  people  in  this  department  can  be  found, 
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and  in  my  observation  of  the  activities  of  this  department 
I  do  not  believe  any  better  method  could  be  found. 

[2813]  Q.  In  the  limited  time  which  you  have  had,  have 
you  been  able  to  answer  any  other  questions  pertaining  to 
the  executive  department  as  such?  A.  No,  sir.  The  an¬ 
swers  that  I  have  just  given  are  as  far  as  I  was  able  to  get 
at  the  time  I  had  to  return  here. 

Q.  Turning  to  the  President’s  Department  of  the  several 
companies,  will  you  please  explain  the  composition  of  the 
President’s  Department  as  you  have  used  the  term  on  Phila¬ 
delphia’s  Exhibit  59-1  and  60-1?  A.  The  figures  shown 
for  the  President’s  Department  on  these  exhibits  include 
salaries  paid  to  members  of  the  President’s  Department  of 
Duquesne  Light  Company,  Allegheny  County  Steam  Heat¬ 
ing  Company,  Cheswick  &  Harmar  Railroad  Company,  and 
Equitable  Auto  Company.  It  also  includes  salaries  paid  to 
the  President’s  Department  of  Equitable  Gas  Company, 
Pittsburgh  &  West  Virginia  Gas  Company,  Finleyville  Oil 
&  Gas  Company  and  Philadelphia  Oil  Company.  It  also 
includes  salaries  of  Mr.  Stone  and  Mr.  Jens,  who  were  re¬ 
spectively  Vice  President  and  General  Manager  and  Vice 
President  in  charge  of  operations  of  Duquesne  Light  Com¬ 
pany,  Allegheny  County  Steam  Heating  Company,  Ches¬ 
wick  &  Harmar  Railroad  Company  and  Equitable  Auto 
Company. 

Q.  You  have  just  mentioned  the  President’s  Department 
of  the  Duquesne  Light  Company.  What  is  the  makeup  of 
the  President’s  Department  of  the  Duquesne  Light  Com¬ 
pany  group  [2S14]  of  companies?  A.  The  President’s 
Department  of  the  Duquesne  Light  Company  group  func¬ 
tions  for  Duquesne  Light  Company,  Allegheny  County 
Steam  Heating  Company,  Cheswick  &  Harmar  Railroad 
Company,  and  Equitable  Auto  Company.  This  depart¬ 
ment  consists  of  Mr.  P.  H.  McCance,  President  of  these 
four  companies,  and  his  seven  assistants.  Mr.  McCance ’s 
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salary  is  distributed  in  the  following  manner  to  the  four 
companies  for  whom  he  works : 

Duquesne  Light  Company  94.1  per  cent. 

Allegheny  County  Steam  Heating  Company,  2.5  per  cent. 

Cheswick  &  Harmar  Railroad  Company  .2  per  cent. 

Equitable  Auto  Company,  3.2  per  cent. 

These  percentages  are  based  on  the  gross  revenues  of 
these  companies  for  the  twelve  months  ended  November  30, 
1946. 

The  seven  assistants  of  Mr.  McCance  consist  of  an 
Assistant  to  the  President,  a  Secretary  to  the  President, 
a  Secretary  to  the  Assistant  to  the  President,  an  Office 
Manager,  a  Junior  Clerk,  a  Special  Representative,  and 
a  Stenographer  to  the  Special  Representative. 

The  salaries  of  the  Special  Representative  and  his 
stenographer  are  charged  100  per  cent  to  Duquesne  Light 
Company,  while  the  salaries  of  the  other  five  people  in  the 
President’s  Department  are  charged  to  Duquesne  Light 
Company,  Allegheny  County  Steam  Heating  Company, 
Cheswick  &  Harmar  Railroad  [2815]  Company,  and  Equi¬ 
table  Auto  Company,  on  the  same  basis  as  the  salary  of 
the  President. 

No  member  of  the  executive  department  of  the  Phila¬ 
delphia  Company,  Kentucky-West  Virginia  Gas  Company 
and  Equitable  Real  Estate  Company  is  a  member  of  this 
President’s  Department. 

Q.  A  few  minutes  ago  you  mentioned  the  President’s 
Department  of  the  several  gas  companies.  "Will  you  explain 
the  make-up  of  the  President’s  Department  of  the  gas  com¬ 
panies?  A.  The  President’s  department  of  the  gas 
companies  consists  of  two  people,  namely,  Mr.  Perrott, 
who  is  President  of  Equitable  Gas  Company,  Pittsburgh  & 
West  Virginia  Gas  Company,  Finleyville  Oil  &  Gas  Com- 
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pany  and  Philadelphia  Oil  Company,  and  an  office  assis¬ 
tant  to  Mr.  Perrott. 

Mr.  Perrott ’s  salary  is  distributed  as  follows: 

Equitable  Gas  Company  62  per  cent. 

Pittsburgh  &  West  Virginia  Gas  Company  37  per  cent 
and 

Philadelphia  Oil  Company,  1  per  cent. 

The  salary  of  the  Office  Assistant  to  the  President  is 
allocated  63  per  cent  to  Equitable  Gas  Company  and  37 
per  cent  to  Pittsburgh  &  West  Virginia  Gas  Company. 

These  salary  distributions  are  based  on  the  gross  oper¬ 
ating  revenues  of  the  companies  involved  for  the  twelve 
months’  period  ended  November  30,  1946.  No  part  of  Mr. 
[2816]  Perrott’s  salary  or  of  the  salary  of  his  office  assis¬ 
tant  is  charged  to  Finleyville  Oil  &  Gas  Company  because 
it  is  not  expected  that  this  company  will  have  any  income 
during  the  year  1947.  This  comes  about  as  a  result  of  the 
agreement  between  the  Finleyville  Oil  &  Gas  Company  and 
Equitable  Gas  Company,  dated  November  14, 1946,  whereby 
Finleyville  agrees  to  produce  gas  from  its  property  at  its 
own  expense,  and  to  deliver  such  gas  to  Equitable  in  satis¬ 
faction  of  a  prepaid  credit  owing  by  Finleyville  to  Equi¬ 
table,  as  the  result  of  a  prior  gas  purchase  agreement. 
The  new  agreement  between  the  companies  dated  Novem¬ 
ber  14,  1946  is  a  temporary  agreement  designed  to  remain 
in  effect  until  a  determination  has  been  made  of  the  ulti¬ 
mate  disposition  of  Finleyville ’s  property  in  the  light  of 
the  general  simplification  plan  for  the  gas  properties  which 
has  been  proposed  by  Philadelphia  Company. 

No  part  of  the  salary  of  the  office  assistant  is  charged 
to  Philadelphia  Oil  Company  because  the  work  he  performs 
for  Philadelphia  Oil  Company  is  so  minor  that  in  Mr. 
Perrott’s  judgment  there  was  no  justification  for  a  charge. 
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Mr.  Perrott  is  also  a  Vice  President  of  Kentucky  West 
Virginia  Gas  Company,  but,  as  I  have  already  stated,  he 
deceives  no  compensation  for  his  work  in  this  capacity. 

No  member  of  the  Executive  Department  of  Philadelphia 
Company,  Kentucky  West  Virginia  Gas  Company  and 
Equitable  [2817]  Beal  Estate  Company,  and  no  member 
of  the  President’s  Department  of  Duquesne  Light  Com¬ 
pany,  Allegheny  County  Steam  Heating  Company,  Ches- 
wick  &  Harmar  Eailroad  Company,  and  Equitable  Auto 
Company,  is  a  member  of  this  President’s  Department. 

Mr.  D.  P.  Hartson,  Vice  President  and  General  Manager 
of  Equitable  Gas  Company,  Pittsburgh  and  West  Virginia 
Gas  Company,  Finleyville  Oil  and  Gas  Company,  and  Phila¬ 
delphia  Oil  Company,  reports  to  Mr.  Perrott  but  neither 
Mr.  Hartson  nor  any  of  the  employees  of  the  various  gas 
companies  reporting  to  him  is  a  member  of  the  President’s 
Department. 

Q.  Turning  to  Kentucky  West  Virginia  Gas  Company, 
what  functions  are  performed  by  the  Executive  Department 
for  Kentucky  West  Virginia  Gas  Company?  A.  Mr. 
Fleger,  who  is  President  of  Kentucky  West  Virginia  Gas 
Company  is  the  chief  executive  officer  of  Kentucky  West 
Virginia  Gas  Company.  Such  functions  in  this  connection 
were  primarily  concerned  with  policy  making.  His  assist¬ 
ants  perform  work  for  Kentucky  West  Virginia  Gas  Com¬ 
pany  principally  through  the  preparation  of  statements 
and  reports  for  Mr.  Fleger’s  use  as  Chief  Executive  of  the 
Company. 

Mr.  D.  B.  Beecher,  Vice  President  in  charge  of  Opera¬ 
tions  of  Kentucky  West  Virginia  Gas  Company,  reports  to 
Mr.  Fleger,  but  Mr.  Beecher  is  not  a  member  of  the  Execu¬ 
tive  Department. 

Q.  Will  you  please  refer  to  Philadelphia’s  Exhibit  59-2, 
and  particularly  to  pages  1-C-l  and  l-C-2  thereof?  [2818] 
Will  you  explain  why  no  distribution  is  shown  on  those 
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sheets  for  general  officers’  payroll  and  general  office  pay¬ 
roll  of  the  Presidents’  Departments  for  any  company  other 
than  Equitable  Auto  Company?  A.  These  two  sheets 
together  show  the  total  general  officers’  payroll  and  the 
total  General  Office  payroll  in  both  the  Presidents’  Depart¬ 
ment,  headed  by  Mr.  McCance,  which  functions  for  Duquesne 
Light  Company,  Allegheny  County  Steam  Heating  Com¬ 
pany,  Cheswick  &  Harmar  Railroad  Company  and  Equitable 
Auto  Company,  and  the  Presidents’  Department  headed  by 
Mr.  Perrott,  which  functions  for  Equitable  Gas  Company, 
Pittsburgh  and  West  Virginia  Gas  Company,  Finleyville 
Oil  and  Gas  Company  and  Philadelphia  Oil  Company. 

The  General  Officers’  payroll  for  the  month  of  January, 
1947  for  these  two  departments  combined  is  shown  on  Sheet 
1-C-l  and  the  total  general  office  payroll  for  these  two  de¬ 
partments  combined  for  the  month  of  January,  1947,  is 
shown  on  Sheet  l-C-2  and  both  sheets  show  the  totals  for 
the  electric  group,  for  the  gas  group  and  for  the  auxiliary 
group. 

The  figures  are  broken  down  only  for  Equitable  Auto 
Company  because  the  purpose  of  these  two  sheets  was 
to  isolate  that  portion  of  the  General  Officers’  payroll  and 
General  Office  payroll  of  these  two  departments,  which  is 
chargeable  to  Equitable  Auto  Company.  The  reason  for 
isolating  only  the  amounts  charged  to  Equitable  Auto 
Company  is  that  these  [2819]  charges  must  be  isolated  for 
later  redistribution,  because  my  studies  are  based  on  the 
assumption  that  Equitable  Auto  Company  will  be  eliminated 
on  segregation,  as  there  was  no  purpose  to  be  served  by 
isolating  the  amounts  of  general  officers’  pay  roll  or  general 
office  payroll  charged  to  these  two  Presidents’  Departments, 
to  any  other  companies.  The  charge  to  each  of  the  other 
companies  was  not  compiled,  as  shown  by  Footnote  A  to 
both  sheets,  which  reads,  “Distribution  not  compiled.” 

Q.  What  company  presidents  are  covered  by  Sheet 
1-C-l  of  Philadelphia  Exhibit  59-2?  A.  Part  of  Mr. 
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McCance’s  salary  is  included  in  the  $8,453.31  shown  on  this 
sheet  opposite  “Total  Electric  Group.”  Included  in  this 
amount  for  Mr.  McCance’s  salary  is  $3,528.75  charged  to 
Duquesne  Light  Company,  $93.75  charged  to  Allegheny 
County  Steam  Heating  Company  and  $7.50  to  Cheswick  & 
Harmar  Railroad  Company,  or  a  total  of  $3,630  paid  to 
Mr.  McCance. 

Of  the  $280.02  shown  opposite  Equitable  Auto  Company, 
$120  of  this  amount  accounts  for  salary  paid  to  Mr. 
McCance  as  President  of  that  company.  The  entire  amount 
of  $2,07S.33  shown  opposite  “Total  Gas  Group”  on  this 
sheet  was  paid  to  Mr.  Perrott  as  President  of  Equitable 
Gas  Company,  Pittsburgh  &  West  Virginia  Gas  Company 
and  Philadelphia  Oil  Company.  Of  this  amount,  62  per 
cent  was  paid  by  Equitable  Gas  Company,  37  per  cent  by 
Pittsburgh  &  West  Virginia  Gas  Company  and  1  [2820] 
per  cent  by  Philadelphia  Oil  Company. 

The  salaries  of  no  other  presidents  are  included  in  this 
sheet. 

Q.  At  page  1477  of  the  transcript  Mr.  Guttmann,  one 
of  the  few  times,  asked  for  a  breakdown  of  the  figure  of 
$10,811.66  which  is  shown  as  a  grand  total  at  the  bottom 
of  Sheet  1-C-l  of  Philadelphia  Exhibit  59-2. 

Will  you  please  give  for  Mr.  Guttmann  that  breakdown? 
A.  The  $10,811.66  figure  is  broken  down  as  follows: 

Mr.  P.  H.  McCance  received  a  total  of  $3,750. 

Mr.  J.  M.  Orr,  who  is  Assistant  to  the  President  of 
Duquesne  Light  Company,  Allegheny  County  Steam  Heat¬ 
ing  Company,  Cheswick  &  Harmar  Railroad  Company, 
Equitable  Auto  Company,  received  $958.33. 

Mr.  E.  C.  Stone,  who  is  Vice  President  of  the  companies 
last  mentioned,  received  $2,291.67. 

Mr.  W.  G.  Jens,  who  is  Vice  President  of  the  same  com¬ 
panies,  received  $1,733.33;  and 
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Mr.  Perrott,  who  is  President  of  Equitable  Gas  Com¬ 
pany,  Pittsburgh  &  West  Virginia  Gas  Company  and 
Philadelphia  Oil  Company,  received  $2,078.33. 

Q.  Why  is  any  portion  of  the  salary  of  Mr.  E.  C.  Stone 
and  Mr.  W.  G.  Jens  included  on  Sheet  1-C-l  of  Philadelphia 
Exhibit  59-2!  A.  While  neither  Mr.  Stone  nor  Mr.  Jens 
is  a  member  of  [2821]  either  Presidents’  Department,  the 
fact  is  that  a  small  part  of  each  of  their  salaries  was  paid 
by  Equitable  Auto  Company. 

Mr.  Stone  received  $75.62  and  Mr.  Jens  received  $53.73 
from  Equitable  Auto  Company  in  January,  1947. 

The  basis  upon  which  Mr.  Stone’s  salary  and  Mr.  Jens’ 
salary  were  allocated  is  as  follows: 

94.3  per  cent  of  Mr.  Stone’s  salary  for  1946  was  allo¬ 
cated  to  Duquesne  Light  Company. 

2.4  per  cent  was  allocated  to  Allegheny  County  Steam 
Heating  Company  and 

3.3  per  cent  was  allocated  to  Equitable  Auto  Company. 

These  percentages  are  based  upon  gross  operating  rev¬ 
enues  of  those  companies  for  the  year  ended  November  30, 
1946.  No  part  of  his  salary  was  allocated  to  Cheswick  & 
Harmar  Railroad  Company  because,  in  his  judgment,  the 
work  performed  by  him  for  that  company  was  so  nominal 
as  not  to  justify  a  charge  being  made. 

94.2  per  cent  of  Mr.  Jens’  salary  for  1946  was  allocated 
to  Duquesne  Light  Company,  2.5  per  cent  to  Allegheny 
County  Steam  Heating  Company,  .2  per  cent  to  Cheswick 
&  Harmar  Railroad  Company  and  3.1  per  cent  to  Equitable 
Auto  Company.  These  percentages  were  based  on  gross 
operating  revenues  for  the  companies  mentioned  for  the 
year  ended  November  30,  1946. 

Mr.  Stone  and  Mr.  Jens  are  the  only  persons  not  in 
[2822]  either  Presidents’  Departments  whose  salaries  were 
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charged  in  part  to  Equitable  Auto  Company,  and  whose 
salary  payments  would  not  be  picked  up  in  the  exhibits 
relating  to  the  general  departments.  It  was  decided,  there¬ 
fore,  solely  for  purposes  of  my  study,  to  include  their  sal¬ 
aries  in  the  Presidents’  Departments  as  shown  on  Sheet 
1-C-l  in  Philadelphia  Exhibit  59-2. 

Q.  And  turning,  please,  to  page  l-C-2  of  the  same  ex¬ 
hibit,  will  you  please  explain  to  whom  the  payment  in  the 
amount  of  $37.95  made  by  Equitable  Auto  Company  was 
made?  A.  This  amount  represents  the  aggregate  pay¬ 
ment  made  by  Equitable  Auto  Company  to  5  employees 
in  the  Presidents’  Department  headed  by  Mr.  McCance. 
They  are  the  Assistant  to  the  President,  the  Secretary  to 
the  President,  the  Secretary  to  the  Assistant  to  the  Presi¬ 
dent,  the  Office  Manager  and  a  Junior  Clerk. 

Q.  Is  any  portion  of  Mr.  Crowley’s  salary  included  in 
either  page  1-C-l  or  page  l-C-2  of  Philadelphia’s  Exhibit 
59-2?  A.  No,  sir;  there  is  no  part  of  Mr.  Crowley’s 
salary  included. 

Q.  In  which  of  the  sheets  in  Philadelphia  Exhibit  59-2 
will  Mr.  Crowley’s  salary  be  found?  A.  Mr.  Crowley’s 
salary  will  be  found  included  in  the  [2823]  $5,791.66  shown 
under  the  column  entitled  “General  Officers”  opposite  the 
word  “Executive”  on  Philadelphia  Exhibit  59-1,  and 
that  figure  appears  in  the  first  column  captioned  “General 
Officers”  second  line,  which  amount  is  $4,791.66. 

It  will  also  be  found  in  Philadelphia  Company’s  Exhibits 
59-2  on  sheet  2-C-l  included  within  the  $5,217.16  shown 
opposite  “Philadelphia  Company.” 

This  amount  is,  of  course,  included  within  the  total 
of  $5,791.66  shown  on  sheet  2-C-l  in  Philadelphia  Com¬ 
pany’s  Exhibit  59-2. 

Q.  Turning  to  Philadelphia  Exhibit  59,  where  on  that 
exhibit  will  you  find  Mr.  McCance ’s  salary  for  the  month 
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of  January,  1947?  A.  $3,630  of  Mr.  McCance’s  salary 
will  be  found  included  in  the  $17,065.54  item  shown  on  Phila¬ 
delphia  Company’s  Exhibit  59  under  the  column  entitled 
“General  Officers”  and  opposite  the  words  “Total  Elec¬ 
tric”.  The  remainder  of  Mr.  McCance’s  salary,  $120,  will 
be  found  in  the  same  column  opposite  the  words  “Equitable 
Auto  Company”. 

Q.  Did  Philadelphia  Exhibits  58,  59  or  59-1  contain 
any  dollar  amount  representing  a  payment  by  Philadelphia 
Company  or  any  of  its  subsidiary  companies  on  account 
of  Pensions  or  Annuities  for  Mr.  Crowley?  A.  No,  sir; 
they  do  not. 

Q.  Will  you  explain  the  facts  respecting  payments 
[2824]  made  for  Mr.  Crowley’s  annuity?  A.  Mr. 
Crowley,  so  far  as  annuities  are  concerned,  participates 
in  two  plans,  one  being  a  special  annuity,  the  arrangements 
for  which  were  made  at  the  time  an  agreement  was  executed 
by  the  Philadelphia  Company  and  Standard  Gas  and  Elec¬ 
tric  Company  with  Mr.  Crowley,  providing  for  his  employ¬ 
ment  by  those  respective  companies. 

Such  agreement  covered  a  five-year  period,  the  effec¬ 
tive  date  thereof  being  June  7,  1945.  The  total  cost 
of  this  annuity  to  Philadelphia  Company  was  paid  by  it 
at  the  time  the  annuity  was  purchased. 

[2S25]  It  was  treated  as  a  prepaid  amount  by  Phila¬ 
delphia  Company,  which  amount  since  the  purchase  date 
has  been  amortized  in  equal  amounts  over  the  duration  of 
the  employment  agreement. 

So  far  as  Philadelphia  Company  is  concerned,  the  cost 
of  its  portion  of  the  annuity  was  set  up  in  a  special  account 
and  the  amortization  therof  is  recorded  through  that  ac¬ 
count.  Since  this  item  would  not  be  affected  by  segrega¬ 
tion,  it  is  not  included  in  any  of  my  work  papers. 
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Mr.  Crowley  also  participates  in  the  general  annuity 
plan  with  the  Equitable  Life  Insurance  Company,  which  is 
available  to  all  employees  of  Philadelphia  Company  and 
subsidiary  companies.  One-half  of  the  cost  of  this  annuity 
is  paid  monthly  by  Philadelphia  Company  and  the  other 
half  is  paid  by  Mr.  Crowley  through  payroll  deductions. 
The  cost  of  that  part  of  this  annuity  which  is  paid  by  Phila¬ 
delphia  Company  is  included  in  Philadelphia  Company’s 
Exhibit  67-2,  sheet  K-l  to  17,  page  1  of  4,  and  the  figures 
contained  therein  on  the  executive  department  relating 
to  company  annuity.  However,  since  under  segregation 
there  was  neither  an  increase  nor  a  decrease  in  the  number 
of  employees  in  the  executive  department  and  since  there 
was  no  change  in  the  payroll  cost  as  shown  on  this  exhibit 
and  work  sheet  mentioned,  there  were  no  increases  in  costs 
arising  from  segregation,  as  clearly  shown  in  Philadelphia 
Company’s  Exhibit  67-2,  sheets  K-l  to  17,  page  [2826] 
1  of  4. 

Q.  Will  you  explain  whether  or  not  the  salaries  of  the 
presidents  department  of  Equitable  Gas  Company,  Pitts¬ 
burgh  &  West  Virginia  Gas  Company,  Finleyville  Oil 
&  Gas  Company  and  Philadelphia  Oil  Company  are  subject 
to  allocation  in  segregation  for  purposes  of  your  study? 
A.  They  are  not  subject  to  allocation  in  segregation.  These 
salaries  are  chargeable  entirely  to  companies  which  before 
segregation  are  in  the  gas  group  and  after  segregation 
will  remain  in  the  gas  group. 

Q.  Will  you  explain  the  makeup  of  the  presidents  depart¬ 
ment  for  the  gas  company  group  after  segregation  as  you 
have  visualized  it  for  the  purposes  of  your  study?  A. 
After  segregation  as  I  visualized  it  there  would  be  an 
expanded  presidents  department  which  would  perform  func¬ 
tions  similar  to  those  now  performed  by  the  presidents 
department  of  Equitable  Gas  Company,  Pittsburgh  &  West 
Virginia  Gas  Company,  Finleyville  Oil  &  Gas  Company 
and  Philadelphia  Oil  Company  and  the  executive  depart- 
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ment  of  Kentucky  West  Virginia  Gas  Company.  They 
would  include  one  individual  who  would  be  president  of 
Equitable  Gas  Company,  Pittsburgh  &  West  Virginia  Gas 
Company,  Kentucky  West  Virginia  Gas  Company,  Finley- 
ville  Oil  &  Gas  Company  and  Philadelphia  Oil  Company. 
In  addition  there  would  he  an  office  assistant,  an  assistant 
to  the  president,  an  analyst  and  a  fifth  employee  who  would 
function  [2827]  in  the  capacity  of  secretary  to  the  presi¬ 
dent  and  the  assistant  to  the  president.  The  presidents  of 
these  companies  and  the  four  assistants  would  constitute  the 
entire  personnel  of  the  new  presidents  department  for  the 
companies  in  the  gas  group  after  segregation  as  I  have 
visualized  it  for  purposes  of  my  study.  The  functions  pres¬ 
ently  performed  by  the  executive  department  for  Kentucky 
West  Virginia  Gas  Company  would  be  performed  by  this 
expanded  president’s  department  after  segregation.  Mr.  D. 
P.  Hartson,  the  vice-president  and  general  manager  of 
Equitable  Gas  Company,  Pittsburgh  &  West  Virginia  Gas 
Company,  Finleyville  Oil  &  Gas  Company  and  Philadelphia 
Oil  Company,  would  continue  to  perform  functions  which 
he  is  presently  performing  which  relate  to  the  operations 
of  those  companies.  He  is  not  now  a  member  of  the  presi¬ 
dents  department  for  the  gas  companies  and  I  do  not  visual¬ 
ize  that  he  will  be  a  member  of  the  presidents  depart¬ 
ment  after  segregation.  Mr.  Beecher,  Mr.  Wilson  and  Mr. 
Lee,  who  are  presently  vice-presidents  of  Kentucky  West 
Virginia  Gas  Company,  are  treated  as  continuing  in  those 
positions  for  purposes  of  my  study.  However,  they  are  not 
now  members  of  either  the  presidents  department  of  Equi¬ 
table  Gas  Company,  Pittsburgh  &  West  Virginia  Gas  Com¬ 
pany,  Finleyville  Oil  &  Gas  Company  and  Philadelphia  Oil 
Company,  nor  are  they  presently  members  of  the  executive 
department  of  Philadelphia  Company,  Kentucky  West  Vir¬ 
ginia  Gas  Company,  or  Equitable  Real  Estate  Company. 
For  purposes  [2828]  of  my  study  they  will  not  be  members 
of  the  presidents  department  of  the  gas  companies  after 
segregation.  On  the  contrary,  they  will  continue  after 
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segregation  to  perform  the  same  functions  that  they  are 
presently  performing. 

Q.  Mr.  Coffman,  does  that  comprise  the  information 
■which  you  have  been  able  to  collect  with  reference  to  the 
several  presidents  departments  within  the  limited  time 
since  the  last  recess?  A.  Yes,  sir.  The  information  I 
have  just  presented  was  all  the  information  that  I  had 
time  to  gather  and  collect  so  far  as  the  time  at  my  disposal 
was  concerned  since  the  last  hearing  and  the  reconvening 
of  this  present  hearing. 

Q.  Now,  I  believe  that  you  also  did  collect  some  informa¬ 
tion  relative  to  certain  divisions  of  the  accounting  depart¬ 
ment?  A.  Yes  sir,  that  is  correct. 

Q.  Suppose  we  turn  to  that  for  a  minute,  with  particular 
reference  to  the  statistical  division.  At  page  1858  and 
1859  of  the  transcript  Mr.  Guttmann  asked  you  whether 
there  was  any  duplication  in  the  reports  prepared  by  the 
statistical  division  and  those  prepared  by  the  disbursements 
division  of  the  accounting  department.  Have  you  made  a 
study  of  the  records  prepared  by  those  two  groups  and  will 
you  state  whether  or  not  there  is  any  duplication?  A. 
There  is  no  duplication  of  work  by  the  statistical  [2829] 
and  the  disbursements  division  of  the  accounting  depart¬ 
ment.  In  the  disbursements  division  after  all  posting  to 
the  general  ledger  and  the  detailed  ledgers  are  made  the 
bookkeeper  prepares  the  trial  balance  and  monthly  finan¬ 
cial  statements.  When  these  statements  are  completed  and 
in  balance  they  are  forwarded  to  the  comptroller  for  review, 
after  which  they  are  sent  to  the  statistical  division  for 
consolidation.  The  operating  reports  submitted  by  the  dis¬ 
bursements  division  together  with  data  from  operating 
departments  and  operating  officials  are  the  basis  for  pre¬ 
paring  the  reports  produced  by  the  statistical  division, 
which  generally  are  for  the  purpose  of  supplying  informa¬ 
tion  to  regulatory  bodies  and  commissions,  banks,  invest¬ 
ment  services,  and  so  forth,  and  are  also  for  the  develop- 
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ment  of  operating  report  statistics  which  are  used  by  vari¬ 
ous  supervisory  employees  of  the  system.  The  disburse¬ 
ments  division  also  prepares  a  number  of  reports  that 
are  used  exclusively  within  the  system  and  generally  by 
the  various  operating  managers.  These  reports  are  also 
sometimes  referred  to  as  operating  reports,  but  are  not 
duplications  of  the  reports  prepared  in  the  statistical  divi¬ 
sion. 

Q.  At  pages  1777  to  1779  of  the  transcript  Mr.  Guttmann 
asked  you  with  reference  to  which  reports  now  prepared 
by  the  statistical  division  would  be  eliminated  after  segre¬ 
gation.  Have  you  made  an  investigation  of  that  matter? 
[2830]  A.  Yes  sir,  I  have. 

Q.  And  what  reports  would  be  eliminated,  if  any? 
A.  The  statistical  division  prepares  all  of  the  reports  for 
Philadelphia  Company  and  subsidiary  companies  that  are 
filed  with  federal  and  state  regulatory  commissions  and 
various  government  bureaus.  Generally  these  reports  are 
as  follows : 

Reports  to  the  Federal  Power  Commission  for  gas  and 
electric  companies; 

Reports  to  state  public  utility  commissions  for  gas, 
electric,  steam,  street  railway  and  motor  coach  companies; 

Reports  to  Interstate  Commerce  Commission  for  steam 
railroads ; 

Reports  to  the  Department  of  Internal  Affairs,  that  is, 
the  state,  for  electric,  steam  heating,  street  railways, 
motor  coach,  steam  railroad,  gas  and  electric  companies; 

Reports  to  the  Department  of  Interior,  federal,  supply¬ 
ing  data  on  coal,  natural  gas  and  oil  operations ; 

Reports  to  the  Department  of  Labor,  state,  covering 
labor  statistics  of  gas  and  oil  companies. 
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Under  segregation  all  of  the  reports  outlined  generally 
above  which  shall  be  filed  with  the  various  agencies  of  the 
federal  and  state  governments.  In  addition  to  the  above 
reports  the  statistical  division  prepares  or  reviews  all  of 
the  reports  which  are  required  by  the  Securities  and  Ex¬ 
change  [2831]  Commission.  The  status  of  these  reports  at 
present  and  as  we  assume  the  requirements  to  be  under 
segregation  is  as  follows: 

A  Form  10-K  annual  report  is  now  prepared  for  Phila¬ 
delphia  Company  and  Duquesne  Light  Company  by  Haskins 
&  Sells  and  is  reviewed  by  the  statistical  division. 

The  10-K  is  required  to  be  filed  with  all  exchanges  upon 
which  any  securities  of  a  company  are  listed. 

It  has  been  assumed  in  segregation  that  a  report  would 
be  filed  for  Philadelphia  Company,  Duquesne  Light  Com¬ 
pany  and  one  company  in  the  gas  group  and  one  company 
in  the  transportation  group,  on  the  assumption  that  the 
segregation  of  gas  properties  and  transportation  prop¬ 
erties  from  Philadelphia  Company  would  lead  to  the 
ultimate  listing  of  the  new  securities  representing  these 
properties  upon  at  least  one  major  exchange. 

A  Form  U-5S  annual  report  is  now  prepared  by  the 
statistical  division  for  each  of  the  two  companies  within 
the  system  which  are  holding  companies  within  the  mean¬ 
ing  of  the  term  in  the  Public  Utility  Holding  Company  Act 
of  1935.  These  companies  are  Philadelphia  Company  and 
Pittsburgh  &  West  Virginia  Gas  Company.  It  was  assumed 
that  on  segregation  Philadelphia  Company  would  continue 
as  a  holding  company  and  that  some  company  in  the  gas 
group  would  continue  after  segregation  to  be  a  holding 
company,  although  it  would  not  necessarily  have  to  be  Pitts¬ 
burgh  &  West  Virginia  Gas  Company. 

A  Form  U-14-3  annual  holding  company  report  is  now 
filed  [2832]  for  Philadelphia  Company.  As  I  have  already 
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stated,  I  assumed  in  segregation  that  Philadelphia  Com¬ 
pany  would  continue  as  a  holding  company. 

A  Form  U-13-60  is  now  filed  by  the  statistical  division 
for  Equitable  Auto  Company  as  a  mutual  service  company 
under  the  Act.  This  form  would  no  longer  be  required 
under  segregation  inasmuch  as  we  have  assumed  Equitable 
Auto  Company  would  he  dissolved  and  the  functions  that 
are  performed  by  Equitable  Auto  Company  would  be  per¬ 
formed  directly  by  each  of  the  companies  involved. 

[Luncheon  recess.] 

[2833]  By  Mr.  Hackney: 

Q.  Mr.  Coffman,  during  the  course  of  the  cross-exami¬ 
nation  the  matter  of  the  work  performed  by  the  statistical 
and  tax  department  for  the  Pittsburgh  Railways  and  its 
underlying  companies  was  discussed.  Will  you  please  ex¬ 
plain  the  status  of  the  statistical  and  tax  work  performed 
for  the  Pittsburgh  Railways  and  the  underlier  companies  at 
present,  and  as  you  assume  it  would  be  after  segregation. 
A.  With  respect  to  statistical  work  performed  for  Pitts¬ 
burgh  Railways  Company  and  the  underlier  companies, 
the  statistical  division  files  reports  with  the  Public  Utility 
Commission  and  the  Department  of  Internal  Affairs 
for  the  state.  A  short  form  annual  report  is  filed  for  the 
underliers  and  lessor  companies  with  the  State  Department 
of  Internal  Affairs.  There  are  29  of  these  short  forms  re¬ 
quired.  With  the  Public  Utility  Commission  there  are  51 
of  these  short  forms  filed.  These  short  forms  do  not  differ 
greatly  from  year  to  year  and  are  relatively  easy  to  pre¬ 
pare.  They  show  names  of  officers,  terms  of  lease,  any 
property  additions  or  retirements,  and  so  [2834]  forth. 

With  respect  to  Pittsburgh  Railways  Company,  a  reg¬ 
ular  form  annual  report  is  filed  with  both  the  Public  Utility 
Commission  and  with  the  Department  of  Internal  Affairs 
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for  the  state.  It  is  a  much  more  voluminous  report  than 
those  required  for  underliers  and  lessors.  All  of  these 
reports  would  be  required  under  segregation  pending  the 
time  that  the  Pittsburgh  Railways  Company  is  finally  re¬ 
organized. 

I  have  made  no  attempt  to  forecast  the  corporate 
entities  that  will  finally  operate  the  Pittsburgh  Railways 
system  and  consequently  it  is  impossible  to  state  the 
requirements  for  filing  of  regulatory  reports  at  such 
future  time. 

With  respect  to  tax  work,  consolidated  returns  are  filed 
including  Pittsburgh  Railways  and  all  companies  95  per 
cent  owned.  With  respect  to  all  other  companies  less  than 
95  per  cent  owned,  a  separate  tax  report  is  filed.  The 
requirement  for  filing  tax  returns  in  the  transportation 
division  will  of  course  depend  upon  the  ultimate  dissolution 
of  the  receivership.  In  my  opinion,  however,  any  change 
in  the  volume  of  work  that  might  arise  as  a  result  of  settle¬ 
ment  of  the  receivership  proceedings  would  apply  equally  to 
Pittsburgh  Railways  system  whether  or  not  it  continued 
as  a  part  of  the  Philadelphia  Company  system,  and  there¬ 
fore  would  have  no  bearing  on  my  study. 

Q.  Turning  now  to  the  valuation  and  property  records 
division  of  the  accounting  department,  at  Page  1560  of  the 
[2835]  transcript,  Mr.  Guttmann  asked  why  there  were 
any  charges  to  Equitable  Real  Estate  Company  in  1946,  by 
the  valuation  and  property  records  division  of  the  account¬ 
ing  department  as  shown  on  Page  3-G-3.15  of  Philadelphia 
Exhibit  63-2.  Will  you  state  why  there  were  any  such 
charges  ?  A.  The  charges  of  the  valuation  and  property 
records  division  of  the  accounting  department  shown  on 
Philadelphia  Exhibit  63-2,  Sheet  3-G-3.15  in  1946  of  $375, 
represented  less  than  one-tenth  of  one  per  cent  of  the  total 
salary  of  this  department  in  1946,  exclusive  of  those  of  the 
department  who  are  paid  through  the  junior  officers’  pay- 
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roll.  Of  the  $375.99,  which  was  charged  to  Equitable  Real 
Estate  Company,  these  charges  were  incurred  in  five  dif¬ 
ferent  months  and  ranged  from  a  low  monthly  total  of 
$7.42  to  a  high  monthly  total  of  $254.64. 

To  attempt  to  get  an  accurate  answer  to  Mr.  Guttmann’s 
question  would  have  entailed  a  great  deal  of  time.  I  did, 
however,  check  the  matter  with  Mr.  J.  D.  Roth,  manager 
of  the  valuation  and  property  records  division.  To  the 
best  of  his  recollection,  the  charges  were  mainly  in  connec¬ 
tion  with  the  preparation  of  depreciation  schedules  for 
Federal  and  state  income  tax  purposes,  for  Equitable  Real 
Estate  Company  in  1946.  However,  since  the  division  also 
maintains  records  of  capital  assets  of  Equitable  Real  Estate 
Company  and  records  with  respect  to  retirements  of  capital 
assets,  and  also  maintains  estimates  with  respect  to  insur¬ 
able  values  for  Equitable  Real  Estate  [2836]  Company, 
the  charges  in  1946  might  have  been  incurred  in  connection 
with  the  maintenance  of  any  of  these  records. 

Mr.  Guttmann:  I  move  to  strike  the  latter  part  of  the 
answer  reflecting  the  opinion  and  recollection  of  Mr.  Roth, 
as  being  purely  hearsay. 

Mr.  Hackney:  He  is  checking  it  with  the  manager  of 
the  real  estate  department,  and  surely  this  witness  in 
administrative  procedure  has  the  right  to  say  what  the 
manager  of  the  department  did  with  this  charge  and  what 
it  was  for. 

The  Examiner:  The  motion  is  denied.  If  it  is  purely 
hearsay,  we  cannot  base  any  finding  on  it. 

Mr.  Hackney:  It  is  information  which  the  Commission 
desired  and  we  are  doing  our  best  to  secure  it. 

The  Examiner:  But  we  cannot  base  any  finding  on  it. 
You  appreciate  that. 

Mr.  Hackney:  I  understand. 
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By  Mr.  Hackney: 

Q.  With  respect  to  this  same  exhibit  and  the  work  sheet, 
namely,  3-G-3.15,  have  you  ascertained  the  reason  for  the 
charge  of  $29.62  to  Philadelphia  Company  in  November, 
1946?  A.  Yes.  It  is  my  understanding  that  this  charge 
arose  as  a  result  of  work  performed  by  this  department 
in  connection  with  Philadelphia  Company’s  interest  in  the 
Pittsburgh  Railways  situation. 

Q.  Have  you  ascertained  as  to  whether  the  valuation 
and  [2S37]  property  records  division  performed  any  work 
in  1946  in  connection  with  original  cost  determinations  for 
the  gas  properties  owned  by  Philadelphia  Company  and 
leased  to  Equitable  Gas  Company?  A.  It  is  my  under¬ 
standing  that  no  work  was  performed  in  this  connection 
in  1946. 

Q.  Will  you  please  explain  the  method  of  charging  for 
any  work  performed  by  this  division  with  respect  to  the 
gas  properties  owned  by  Philadelphia  Company  and  leased 
to  Equitable  Gas  Company?  A.  The  work  performed 
by  this  division  with  respect  to  the  gas  properties  owned 
by  Philadelphia  Company  and  leased  to  Equitable  Gas  Com¬ 
pany  breaks  down  into  two  classifications,  namely,  one, 
original  cost  studies  and  two,  continuous  property  records. 
The  work  in  connection  with  original  cost  studies  was  com¬ 
pleted  some  years  ago,  and  at  that  time  the  salaries  of  the 
members  of  the  department  engaged  in  such  work  were 
charged  to  Philadelphia  Company.  The  work  now  being 
done  in  connection  with  maintenance  of  continuous  prop¬ 
erty  records  is  charged  to  Equitable  Gas  Company.  This 
I  understand  is  in  accordance  with  the  lease  arrangement 
between  the  two  companies. 

In  our  determination  of  the  needs  of  the  gas  division  in 
segregation,  I  assumed  that  all  work  in  connection  with  the 
maintenance  of  continuous  property  records  would  con¬ 
tinue  to  be  done  by  one  or  more  companies  in  the  group. 
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[2838]  Mr.  Guttmann:  Can  you  cite  ns  the  section  of 
the  lease  between  Philadelphia  Company  and  Equitable 
wherein  that  matter  is  covered? 

The  Witness:  I  cannot  at  the  moment.  I  made  no  note 
of  it. 

Mr.  Guttmann:  If  I  showed  you  the  lease,  would  you 
be  able  to  designate  that  paragraph  for  the  record? 

The  Witness:  I  don’t  know.  I  would  like  to  have  a  look 
at  it. 

The  Examiner:  We  might  as  well  go  forward,  Mr. 
Hackney.  We  will  get  the  lease. 

By  Mr.  Hackney: 

Q.  At  Page  1562  of  the  transcript,  Mr.  Guttmann  asked 
you  as  to  the  status  of  the  studies  being  made  by  the  valua¬ 
tion  and  property  records  division  of  the  Duquesne  Light 
properties  at  the  present  time  or  as  at  January,  1947.  Will 
you  please  state  the  status  of  the  original  cost  studies 
made  by  this  division  with  respect  to  the  properties  of 
Duquesne  Light  Company?  A.  As  of  January,  1947, 
the  original  cost  and  reclassification  studies  covering  the 
properties  of  Duquesne  Light  Company  had  been  filed  with 
both  the  Federal  Power  Commission  and  the  Pennsylvania 
Public  Utility  Commission  and  agreement  had  been  reached 
with  the  staff  of  both  Commissions  as  to  original  cost.  How¬ 
ever,  the  Pennsylvania  Commission  requested  that  further 
detailed  studies  be  made  in  connection  with  a  [2839]  second 
pricing  of  certain  units  of  property  and  this  work  was  in 
progress  at  January,  1947. 

Q.  Also  at  the  same  page,  Mr.  Guttmann  asked  you  with 
reference  to  the  status  of  the  studies  being  made  by  that 
division  for  the  gas  properties.  What  was  the  status  of  the 
original  cost  studies  pertaining  to  the  gas  properties  as 
of  January,  1947  ?  A.  With  respect  to  the  gas  properties 
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original  cost  studies  were  filed  with  the  Federal  Power 
Commission  and  with  the  Public  Utility  Commissions  of 
West  Virginia  and  of  Pennsylvania  several  years  ago. 
However,  up  to  this  time  none  of  the  Commissions  have 
officially  accepted  the  original  cost  as  shown  in  such  studies. 
The  staff  of  the  Federal  Power  Commission  reviewed  the 
original  cost  study  of  Pittsburgh  and  West  Virginia  Gas 
Company  in  connection  with  the  rate  case  of  that  company, 
at  which  time  it  was  indicated  that  the  staff  had  no  serious 
disagreements  with  the  study  as  presented  by  the  company. 
However,  it  is  impossible  to  state  the  extent  of  further  work 
that  might  be  necessary  in  this  connection  without  some 
official  notification  from  the  various  regulatory  Commissons 
that  have  jurisdiction. 

Q.  Also  at  the  same  page,  Mr.  Guttmann  asked  you  as 
to  any  further  work  to  be  performed  by  that  division  for 
Equitable  Real  Estate  Company.  Can  you  now  answer 
that  question?  A.  In  the  absence  of  segregation  the 
department  will  [2S40]  continue  to  prepare  depreciation 
schedules  for  Equitable  Real  Estate  Company  and  when¬ 
ever  necessary  will  make  estimates  of  insurable  values, 
handle  retirements  and  capital  asset  records,  and  so  forth, 
for  Equitable  Real  Estate  Company.  Since  the  amount  of 
work  required  in  this  connection  is  minor,  however,  I 
assume  that  under  segregation  this  work  would  be  done 
by  other  members  of  Equitable  Real  Estate  Company. 

Q.  Turning  to  the  receipts  division  of  the  accounting 
department,  Mr.  Coffman,  at  Page  1S53  of  the  transcript, 
Mr.  Guttmann  asked  you  whether  you  had  given  any  con¬ 
sideration  in  connection  with  your  study  to  the  advisabil¬ 
ity  of  bi-monthly  billings  with  an  estimated  bill  being 
rendered  in  the  off  months.  I  believe  you  replied  that  in 
your  study  you  did  not  give  consideration  to  the  possibility 
of  bi-monthly  billings.  A.  Yes,  that  is  correct. 

Q.  Now,  will  you  please  explain  why  you  gave  no  con¬ 
sideration  to  this  possibility?  A.  In  making  my  study, 
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I  reviewed  the  billing  practices  that  are  now  being  followed 
by  the  various  companies  and  found  that  meters  were  being 
read  and  bills  were  being  rendered  on  a  monthly  basis.  In 
so  far  as  this  practice  was  concerned,  it  seemed  to  me  that 
my  study  as  to  the  economies  achieved  under  joint  opera¬ 
tions  must  be  predicated  upon  the  practice  that  was  now 
being  followed.  While  it  is  obviously  true  that  a  policy 
of  reading  meters  bi-monthly  rather  than  monthly  would 
[2841]  entail  certain  savings  in  cost,  this  type  of  savings 
would  be  available  irrespective  of  whether  the  companies 
are  being  operated  jointly  or  separately. 

Q.  Have  you  ascertained  the  practice  with  respect  to 
bi-monthly  meter  reading  in  the  State  of  Pennsylvania? 
A.  Yes.  As  I  understand  it,  there  is  no  major  utility  in 
Pennsylvania  at  the  present  time  that  makes  bi-monthly 
meter  readings.  I  understand  that  Duquesne  Light  Com¬ 
pany  and  Equitable  Gas  Company  have  proposed  to  the 
Pennsylvania  Commission  that  it  approve  the  adoption  by 
them  of  bi-monthly  meter  readings,  but  that  the  Commis¬ 
sion  is  now  studying  certain  questions  which  it  has  raised 
concerning  this  proposal. 

Q.  At  Page  1877  of  the  transcript,  Mr.  Guttmann  re¬ 
quested  the  number  of  meters  that  were  on  the  premises  of 
customers  of  Pittsburgh  and  West  Virginia  Gas  Company 
and  how  many  of  the  personnel  of  operating  departments 
are  employed  in  reading  such  meters.  Y ou  did  not  recall  the 
figures  at  that  time,  but  can  you  now  answer  that  question! 
A.  Yes,  I  can. 

Q.  Please  answer  it.  A.  There  are  no  employees  of 
Pittsburgh  and  West  Virginia  Gas  Company  who  are  en¬ 
gaged  full  time  in  meter  reading.  The  meter  reading  for 
this  company  is  performed  by  the  distribution  department, 
an  operating  division  of  Pittsburgh  and  West  Virginia  Gas 
Company.  In  outlying  districts  well  borers  read  [2842] 
the  meters.  The  number  of  customers  of  Pittsburgh  and 
West  Virginia  Gas  Company  at  the  end  of  December,  1946, 
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was  6926,  of  which  6273  were  residential,  638  were  com¬ 
mercial,  8  were  industrial  and  7  were  other  gas  utilities. 
In  the  year  1946,  the  total  gas  service  revenues  amounted 
to  $8,472,675,  of  which  only  $235,406,  which  is  less  than  3 
per  cent,  was  obtained  from  the  residential  customers,  and 
$425,507  was  obtained  from  the  commercial  and  industrial 
customers.  The  balance  of  the  revenues  came  from  the  sale 
of  gas  to  affiliated  and  non-affiliated  gas  utilities. 

Q.  Mr.  Coffman,  do  you  think  it  would  be  feasible 
for  the  meters  of  both  Duquesne  Light  Company  and 
Equitable  Gas  Company  to  be  read  by  a  joint  staff  of  em¬ 
ployees  if  these  two  companies  ceased  to  be  parts  of  a 
common  utility  group?  A.  No,  I  do  not.  At  the  present 
time  there  are  three  gas  companies  furnishing  retail 
service  in  Pittsburgh,  namely,  Equitable  Gas  Company, 
Peoples  Gas  Company,  and  Manufacturers  Light  &  Heat 
Company.  The  meter  reading  for  these  three  gas  companies 
is  conducted  by  separate  staffs  of  employees,  since  there 
is  no  affiliation  between  the  companies.  If  the  affiliation 
between  Equitable  Gas  Company  and  Duquesne  Light  Com¬ 
pany  were  to  be  eliminated,  it  is  only  reasonable  to  assume 
that  the  practice  of  joint  meter  reading  would  necessarily 
be  discontinued. 

Q.  With  reference  to  the  branch  office  now  operated  at 
[2S43]  McKeesport  jointly  by  Duquesne  Light  Company 
and  Equitable  Gas  Company,  is  it  correct  that  in  segrega¬ 
tion  you  assumed  that  a  separate  office  would  be  located  in 
this  area  for  the  electric  company  and  a  separate  office 
for  the  gas  company?  A.  Yes,  that  is  correct. 

Q.  And  will  you  please  explain  why  you  came  to  this 
conclusion?  A.  In  studying  the  operations  of  the  com¬ 
pany  I  found  that  there  were  two  complete  branch  offices, 
one  of  which  was  located  at  McKeesport  and  was  function¬ 
ing  for  both  Duquesne  Light  Company  and  Equitable  Gas 
Company,  and  the  other  of  which  was  located  at  Beaver 
Falls  and  was  functioning  for  Duquesne  Light  Company 
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only.  Equitable  Gas  Company  has  no  operations  in  Beaver 
County.  By  complete  offices  I  mean  offices  which  are  set 
up  with  complete  customers’  accounting  records,  with  a 
staff  of  meter  readers,  with  a  staff  of  cashiers  to  accept 
payment  at  the  branch  office,  with  a  staff  of  collectors  to 
collect  delinquent  bills,  and  with  a  staff  of  retail  service 
representatives.  The  management  of  Philadelphia  Com¬ 
pany  and  subsidiary  companies  determined  many  years 
ago  that  it  was  more  feasible  and  economical  to  operate 
these  offices,  since  the  McKeesport  office  is  some  16  miles 
from  downtown  Pittsburgh  and  the  Beaver  Falls  office  is 
some  37  miles  away.  It  seemed  to  me  that  for  the  purposes 
of  my  study  I  must  necessarily  assume  that  the  customers 
of  the  gas  company  in  the  [2844]  McKeesport  area  are 
entitled  to  the  same  quality  of  service  which  is  now  being 
rendered,  and  on  that  basis  I  set  up  a  separate  branch 
office  at  McKeesport  for  the  gas  company. 

I  might  point  out  in  this  connection  that  the  separate 
branch  office  at  McKeesport  would  be  serving  a  total  of 
22,602  meters,  which  compares  with  22,760  electric  meters 
served  at  the  Beaver  Falls  office,  which  operates  exclusively 
for  the  Duquesne  Light  Company.  In  other  words,  the 
number  of  gas  customers  to  be  served  by  the  new  company 
at  McKeesport  is  virtually  the  same  as  the  number  of 
electric  customers  that  have  been  served  by  the  branch 
office  at  Beaver  Falls  for  a  number  of  years. 

I  might  point  out  further  that  in  segregation  I  have 
provided  for  21  employees  at  an  annual  payroll  cost  of 
$56,247  at  a  new  gas  office  at  McKeesport.  These  figures 
compare  with  the  present  operations  at  the  Beaver  Falls 
office  which  are  conducted  by  26  employees  at  an  annual 
payroll  cost  of  $72,559. 

Q.  Let  us  turn  now  to  the  payroll  division  of  the  account¬ 
ing  department.  At  Page  1449  of  the  transcript,  Mr.  Gutt- 
mann  asked  whether  the  data  from  which  you  took  your 
figures  were  primary  records  or  secondary  records  after 
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distribution  had  been  made  to  the  various  companies.  Will 
you  further  explain  the  records  from  which  you  took  your 
figures?  A.  The  figures  in  Philadelphia  Company’s 
Exhibit  58  are  prepared  from  basic  company  records.  They 
are  after  allocation  [2S45]  or  distribution  had  been  made. 

The  payroll  journal  for  general  departmental  employees 
shows  the  various  companies  of  the  Philadelphia  Company 
and  subsidiary  companies  group.  The  salary  of  most  em¬ 
ployees  of  the  general  departments  is  allocated  to  the 
various  companies  for  which  he  performs  service  on  a 
pre-determined  basis  furnished  by  department  heads  at  the 
beginning  of  the  year.  For  those  employees  whose  salaries 
are  distributed  on  a  work-sheet  basis,  the  distribution  is 
furnished  monthly.  At  the  end  of  each  period  a  voucher 
reguest  is  made  to  each  of  the  companies  for  an  estimated 
amount  to  cover  its  share  of  the  amount  to  be  paid.  After 
the  payroll  is  closed  an  adjustment  is  made  by  the  com¬ 
panies  charging  each  company  with  the  exact  amount  of 
its  payroll.  The  total  payroll  of  each  company  is  then 
distributed  to  accounts  by  comptometer  operators. 

The  salary  of  every  person  identified  with  a  general 
department  is  paid  by  payroll  check  of  Philadelphia  Com¬ 
pany  and  subsidiary  companies,  except  that  no  individual 
identified  with  the  adjustment  department,  telephone  de¬ 
partment,  and  general  stores  department  of  the  purchasing 
department  is  paid  his  salary  by  such  check  unless  he  is 
on  either  the  senior  officers’  payroll  or  the  junior  officers’ 
payroll. 

So  far  as  the  adjustment  department  is  concerned,  those 
employees  are  paid  by  check  of  the  trustees  of  the  Pitts- 
burgh  Railways  Company.  So  far  as  the  telephone  depart¬ 
ment  is  con-  [2846]  cerned,  those  employees  are  paid  by 
check  of  the  Equitable  Gas  Company,  and  so  far  as  the 
general  stores  are  concerned,  these  employees  are  paid 
by  check  of  Duquesne  Light  Company. 
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Deposits  are  made  to  the  general  department’s  pay¬ 
roll  account  through  vouchers  of  the  individual  companies 
drawn  in  advance  of  each  salary  payment  date.  These 
accounts  can  be  disbursed  only  by  the  check  of  Philadelphia 
Company  and  subsidiary  companies,  signed  by  certain 
designated  persons  who  are  jointly  employed  by  all  of  the 
companies  whose  payrolls  are  to  be  distributed. 

Q.  At  Pages  1550  and  1551  of  the  transcript,  your  cross- 
examination,  you  refer  to  authorizations  for  payroll  dis¬ 
tribution  as  “memos.”  Will  you  please  explain  what  you 
meant  by  “memos?”  A.  These  memoranda  are  original 
basic  records  of  the  company  and  constitute  the  authori¬ 
zations  for  payroll  distribution. 

Q.  At  Page  1796  of  the  transcript,  you  were  asked  if 
payrolls  are  made  up  by  hand  and  if  it  were  not  true  that 
only  checks  were  prepared  by  use  of  IBM  machines.  You 
said  you  wanted  to  cheek  that  matter.  Will  you  now  answer 
the  question?  A.  Yes,  I  can  answer  it. 

Q.  Will  you  please  do  so?  A.  All  payrolls  are  pre¬ 
pared  by  hand.  The  checks  are  not  prepared  on  IBM 
machines  as  there  is  no  IBM  equipment  in  [2847]  this 
department.  Checks  are  addressed  on  Addressograph 
equipment  and  later  printed  by  use  of  the  Burroughs 
Checkwriter. 

The  Burroughs  Checkwriter  is  equipped  with  a  Line-a- 
Time  which  holds  the  payroll  journal  and  enables  the 
operator  to  post  the  individual  earnings  record  and  to  print 
the  payroll  check  in  one  operation. 

The  Remington  Rand  punch  card  equipment  used  in  the 
payroll  department  is  used  exclusively  in  connection  with 
the  distribution  of  payroll  as  per  authorizations  by  depart¬ 
ment  heads. 

[2848]  Q.  At  page  1976  of  the  transcript  you  were 
asked  by  the  Examiner  to  ascertain  why  an  Addressograph 
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operator  and  machine  had  been  assigned  to  the  gas  gronp 
in  segregation  and  just  what  it  is  that  they  do.  You  said 
you  would  check  that  matter.  Can  you  now  answer  the 
question?  A.  Yes,  sir;  I  can. 

Q.  Will  you  do  so,  please?  A.  At  the  present  time 
the  payroll  department  is  equipped  with  three  addresso- 
graph  machines  and  only  one  graphotype  machine.  In 
segregation  one  addressograph  machine  was  assigned  to 
the  electric  group,  one  to  the  gas  group  and  one  to  the 
transportation  group.  A  new  graphotype  machine  was 
purchased  for  gas  and  a  new  one  for  transportation.  The 
old  graphotype  machine  was  left  in  the  electric  group.  This 
type  of  equipment  and  personnel  is  necessary  in  the  prep¬ 
aration  of  the  payroll  journal  and  the  payroll  checks,  both 
of  which  are  addressed  to  show  the  name  of  the  employee, 
the  department  number,  and  on  the  payroll  cheek  the  pay¬ 
roll  date  is  also  shown.  The  new  graphotype  equipment 
was  necessary  because  these  machines  prepare  the  plates 
which  are  used  in  the  addressing  operation. 

Q.  At  page  1587  of  the  transcript  your  attention  was 
directed  to  page  3-G-3.31A  of  Philadelphia  Exhibit  63-2 
and  to  the  sentence  “As  changes  of  personnel  or  of  the 
■work  occur  through  the  year  you  will  be  advised  of  the 
changes  in  [2849]  payroll  distribution.”  That  was  a  state¬ 
ment  in  a  letter  signed  by  J.  R.  Harvey,  auditor  of  receipts. 
Would  you  clarify  that  statement  of  Mr.  Harvey’s?  A. 
The  sentence  in  Mr.  Harvey’s  letter  of  transmittal  in  Sheet 
3-G-3.31A  of  Philadelphia  Company’s  Exhibit  63-2  was 
not  written  in  anticipation  of  any  major  changes  in  trans¬ 
portation  receipts  division,  either  in  number  of  employees 
or  method  of  distribution,  but  merely  to  notify  the  payroll 
auditor  that  he  would  keep  him  posted  with  respect  to 
changes  which  might  occur  as  a  result  of  employees  bid¬ 
ding  competitively  for  job  vacancies  when  such  vacancies 
occur  as  a  result  of  retirement,  resignation,  death  and  so 
forth. 
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This  sentence  to  which  the  Examiner  referred  conld 
actually  have  been  omitted  from  Mr.  Harvey’s  letter,  but 
the  same  thought  contained  therein  would  have  been  taken 
for  granted  or  accepted  and  understood  by  the  Payroll 
Auditor.  In  fact,  with  respect  to  all  authorizations  of  pay¬ 
roll  distribution  the  facts  are  the  same.  It  is  true  that 
department  heads  notify  the  Payroll  Auditor  of  distribu¬ 
tions  which  are  to  prevail  for  the  ensuing  year,  in  most 
instances,  but  if  it  were  discovered,  after  having  made  some 
tests,  or  through  observation,  or  for  any  other  reason,  that 
a  change  in  payroll  distribution  were  warranted,  in  that 
case  a  notification  of  such  change  would  be  sent  to  the 
payroll  auditor  in  order  to  effect  a  fair  and  equitable  dis¬ 
tribution  of  payroll.  In  other  [2S50]  words,  these  authori¬ 
zations  for  payroll  distribution  do  not  close  the  door  on 
any  changes  necessary  to  effect  an  equitable  distribution 
of  payroll. 

Q.  How,  turning  to  the  Auto  Cost  Division  of  the 
Accounting  Department,  there  was  some  testimony  directed 
to  the  subject  of  whether  time  sheets  were  kept  by  em¬ 
ployees  of  this  Division.  Do  the  employees  of  this  Division 
keep  time  sheets?  A.  The  percentages  currently  in  use 
for  distributing  the  payroll  of  this  division  have  been  in 
use  for  a  number  of  years,  in  fact,  since  1944.  Sheet 
3-G-3.26  of  Philadelphia  Company’s  Exhibit  63-2  states 
that  time  is  figured  on  actual  work  basis  and  when  ques¬ 
tioned  concerning  this  the  Chief  Auto  Cost  Accountant  led 
the  interviewer  to  believe  that  this  man’s  actual  time  sheets 
were  maintained.  However,  on  further  inquiry  it  was 
learned  that  these  percentages  are  based  solely  upon  the 
judgments  and  observations  of  the  Chief  Auto  Cost  Ac¬ 
countant  with  respect  to  the  division  of  work  in  this  par¬ 
ticular  activity. 

Q.  At  transcript  pages  1838  to  1841  reference  was  made 
to  the  fact  that  the  Automotive  fleet  in  segregation  for 
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transportation  amounted  to  118  cars.  Motor  coaches 
amounted  to  165,  or  a  total  of  283  vehicles,  as  contrasted 
with  376  cars  for  Duquesne  Light,  223  cars  for  Equitable 
Gbs  and  85  cars  in  the  fleet  of  Pittsburgh  &  West  Virginia 
Gas  Company.  In  other  words,  the  transportation  group 
would  only  retain  in  [2S51]  segregation  282  of  the  vehicles 
out  of  a  total  of  1,118.  Likewise,  the  transportation  group 
in  segregation  showed  6  employees,  including  the  Chief 
Auto  Cost  Accountant,  whereas  the  electric  group  showed 
only  3  and  the  gas  only  3. 

With  these  facts  in  mind,  you  were  asked  to  give  rea- 
sons  why  the  Chief  Auto  Cost  Accountant  was  carried  over 
at  the  same  salary  level  to  the  transportation  group  in 
segregation. 

Will  you  further  explain  the  reasons  for  the  salary 
assigned  to  the  Chief  Auto  Cost  Accountant  of  the  Trans- 
portation  Group?  [2852]  A.  It  should  be  pointed  out 
that  the  number  of  motor  coaches,  165,  as  against  957 
cars  in  the  fleet  at  the  present  time,  is  not  a  reliable  criterion 
of  the  amount  of  work  and  record-keeping  required.  The 
motor  coaches  require  considerably  more  work  per  vehicle 
than  is  required  for  the  vehicles  in  the  fleet.  Indicative  of 
this  is  the  fact  that  in  1946  $766,S51  or  51.9  per  cent  of 
the  total  income  of  the  Equitable  Auto  Company  was  re¬ 
ceived  from  the  transportation  group.  Of  the  total  amount 
received  from  the  transportation  group  $619,033  was  re¬ 
ceived  for  jobbing  work  in  Pittsburgh  Motor  Coach. 

In  view  of  the  fact  that  at  the  present  time  20  per  cent 
of  the  chief  auto  cost  accountant’s  payroll  is  distributed 
to  transportation  and  100  per  cent  of  one  auto  cost  clerk 
A’s  time  is  presently  charged  to  transportation,  and  50 
per  cent  of  a  second  auto  cost  clerk  A’s  time  is  presently 
charged  to  transportation,  and  the  balance  of  the  payroll 
is  charged  to  Equitable  Auto,  which  company  derives  over 
50  per  cent  of  its  income  from  transportation,  it  was  felt 
that  the  work  of  the  auto  cost  division  was  conducted  in  a 
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large  sense  to  maintain  records  for  vehicles  in  the  trans¬ 
portation  group,  and  reference  can  be  made  to  Philadel¬ 
phia’s  Exhibit  63-2,  sheet  3-G-1.8.  It  was  these  costs  that 
prompted  me  in  segregation  to  carry  the  chief  auto  cost 
accountant  and  five  of  the  employees  to  the  transportation 
group. 

[2S53]  Q.  At  page  1S36  of  the  transcript  you  were 
asked  by  the  Examiner  if  billing  activity  of  the  auto  cost 
division  would  cease  under  segregation.  Your  answer  was 
that  you  believed  that  billing  activities  would  cease.  Do 
you  care  to  supplement  that  answer?  A.  The  present 
activities  as  they  now  exist  under  the  present  system  of 
operation  would  be  discontinued  under  segregation.  How¬ 
ever,  an  operation  similar  to  present  billing  activities  would 
be  necessary  under  segregation  in  order  for  the  operating 
divisions  of  the  company  to  properly  use  the  cost  operation 
and  maintenance  charges  of  the  automotive  fleet.  The 
elimination  of  Equitable  Auto  Company  under  segregation 
would  not  eliminate  the  requirement  of  accumulating  cost 
data  with  respect  to  operation  and  maintenance  of  the 
automotive  fleet. 

The  Examiner:  That  is  rather  a  change  in  your  testi¬ 
mony  than  a  mere  supplement,  isn’t  it? 

By  Mr.  Hackney: 

Q.  At  page  1838  of  the  transcript  you  were  requested 
to  state  the  number  of  auto  coaches  handled  by  the  chief 
auto  cost  accountant  at  present  and  after  segregation,  and 
you  stated  that  you  wanted  to  check  that  figure.  Do  you  now 
have  the  information?  A.  Yes.  There  are  165  in  both 
instances. 

Q.  Now  turning  to  the  disbursements  division  of  the 
[2854]  accounting  department,  at  page  1830  of  the  tran¬ 
script  you  were  asked  in  connection  with  the  disbursements 
division  how  vouchers  are  presently  prepared,  whether  by 


lS48a  Testimony — Paul  B.  Coffman — Re-direct. 


hand  or  by  machine.  Your  answer  was  that  they  are  pre¬ 
pared  both  ways.  Can  you  further  explain  the  fact?  A. 
Essentially  the  handling  of  vouchers  in  the  disbursements 
division  is  a  hand  operation.  The  accounting  distribution 
and  the  entry  of  vouchers  is  done  by  hand.  Certain  vouchers 
are  machine  prepared.  For  example,  the  voucher  covering 
the  distribution  of  payroll  is  received  from  the  payroll 
auditor  and  shows  thereon  all  of  the  information  necessary 
to  make  the  accounting  distribution.  Likewise  a  voucher 
covering  all  withdrawals  of  materials  and  supplies  is  re¬ 
ceived  from  stores  accounting  and  contains  all  of  the  in¬ 
formation  necessary  to  post  the  accounts.  This  department 
has  run  tests  for  the  purpose  of  determining  the  advis¬ 
ability  of  installing  machine  methods  for  handling  these 
vouchers.  However,  it  was  felt  that  this  was  not  a  problem 
to  be  considered  in  segregation  since  such  machine  methods 
can  be  installed  whether  or  not  the  properties  are  segre¬ 
gated. 

Q.  Also  on  the  same  page  you  were  asked  to  explain 
how  material  and  supply  vouchers  are  kept — by  hand  or  by 
machine.  You  did  not  then  recall  that  detail.  Can  you  now 
explain  the  fact?  A.  All  invoices  for  materials  going 
into  the  material  [2855]  and  supply  account  are  handled 
by  the  invoice  section  of  the  stores  accounting  division. 
This  section  handles  approximately  3,500  invoices  a  month. 
These  invoices  are  forwarded  from  the  purchasing  depart¬ 
ment  to  the  stores  accounting  division.  When  material 
is  received  by  the  stores  department,  the  receivers  mail 
a  receiving  report  to  the  stores  accounting  division  where 
these  records  are  held  until  an  invoice  is  received.  These 
receiving  records  are  matched  with  the  invoices  and  all 
items  checked  and  certain  information  is  transcribed  from 
the  invoices  to  the  receiving  record.  The  invoice  is  approved 
for  payment  and  forwarded  to  the  disbursement  division 
of  the  accounting  department  for  payment.  The  voucher 
cover  is  then  attached  to  the  approved  invoice,  and  the 
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accounting  distribution  is  made  by  band  with  respect  to 
withdrawal  from  material  and  supplies  inventory. 

The  manner  in  which  these  are  handled  is  as  follows: 

Requisition  is  received  in  the  stores  departments  and 
the  storekeeper  releases  materials.  A  copy  of  the  requisi¬ 
tion  then  goes  to  stores  accounting  where  the  necessary 
data  is  transcribed  onto  the  punch  card  in  that  department 
at  the  end  of  the  month  or  period.  A  run-off  of  all  with¬ 
drawals  is  made  and  forwarded  to  the  disbursements  divi¬ 
sion  for  posting  to  the  accounting  record.  For  the  most 
part,  however,  in  so  far  as  material  and  supply  vouchers 
in  the  disbursements  division  are  concerned,  it  is  likewise 
a  hand  operation. 

[2S56]  The  voucher  cover  has  typed  on  it  the  vendor’s 
name,  and  the  typewriter  is  used  in  the  preparation  of 
voucher  checks.  Likewise  a  proteetograph  is  used  to  emboss 
checks. 

Q.  At  page  1875  of  the  transcript  you  were  asked  to 
state  what  part  of  the  work  of  the  disbursements  division, 
percentagewise,  at  the  present  time  relates  to  fixed  capital 
accounting.  You  said  you  did  not  recall  that  per  cent  at 
the  moment.  What  information  do  you  now  have  on  this 
subject?  A.  Owing  to  limitation  of  time  it  was  not 
possible  to  determine  percentagewise  the  exact  amount  of 
the  disbursement  division’s  work  which  relates  to  fixed 
capital  accounting.  The  fact  that  you  say  that  with  respect 
to  fixed  capital  accounting  in  the  disbursements  division, 
the  general  ledgers  which  all  fixed  capital  accounts  as  per 
prescribed  classifications  are  kept  in  this  division,  detail 
ledgers  with  respect  to  Equitable  Gas  Company,  Pittsburgh 
&  West  Virginia  Gas  Company,  and  the  property  of  Phila¬ 
delphia  Company  leased  to  the  Equitable  Gas  Company,  are 
likewise  maintained  in  this  department.  Detail  ledgers 
with  respect  to  the  Duquesne  Light  Company’s  fixed  capital 
account  are  maintained  in  the  valuation  and  property  rec- 
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ords  division.  All  detail  work  in  connection  with  construc- 
tibn  cost  are  maintained  in  the  valuation  and  property 
records  division,  and  they  furnish  to  the  disbursements 
division  the  distribution  detail  sheet  which  enables  the 
accounting  department  to  clear  the  account  [2S57]  con¬ 
struction  work  in  progress. 

Certain  construction  cost  records  are  maintained  by  the 
valuation  division  for  the  Allegheny  County  Steam  Heating 
Company,  Cheswick  &  Harmar  Railroad  Company,  Equi¬ 
table  Auto  Company,  Equitable  Real  Estate  Company, 
Finleyville  Oil  &  Gas  Company,  and  Philadelphia  Oil  Com¬ 
pany.  The  employee  who  keeps  the  construction  records 
on  this  group  of  companies  is  an  employee  of  the  valuation 
and  property  records  division  although  he  at  present  sits 
in  the  disbursements  division.  His  name  is  Lockhard. 

The  Examiner:  We  will  take  a  short  recess  at  this  time. 

(Short  recess.) 

Mr.  Hackney:  If  the  Examiner  please,  that  is  all  we  have 
in  connection  with  specific  divisions  of  the  accounting  de¬ 
partment,  but  there  are  some  miscellaneous  matters  not 
properly  allocable  to  any  particular  division  of  the  ac¬ 
counting  department  which  we  thought  we  would  pass  to 
next. 

The  Examiner:  Very  well. 

By  Mr.  Hackney: 

Q.  At  page  1566  of  the  transcript  Mr.  Guttmann  called 
your  attention  specifically  to  pages  3-G-3.1  and  3-G-3.9  of 
Philadelphia  Exhibit  63-2,  and  asked  you  why  the  per¬ 
centages  varied  for  the  companies  shown  on  those  two 
sheets.  Can  you  now  explain  that  variation?  [2858]  A. 
The  reason  for  the  slight  variation  in  percentages  is  due  to 
the  fact  that  the  distribution  as  shown  on  sheet  3-G-3.1  was 
based  on  gross  operating  revenues  for  the  company  in- 
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volved  for  the  year  ended  November  30,  1946,  whereas  the 
percentages  shown  on  sheet  3-G-3.9  were  based  on  gross 
operating  revenues  for  the  year  ended  December  31, 1946. 

Q.  At  pages  1585  and  1586  of  the  transcript  you  were 
asked  to  explain  the  source  of  the  figures  shown  on  sheet 
3-G-3.29  of  Philadelphia  Exhibit  63-2,  and  to  explain  the 
particular  purpose  served  by  this  particular  page. 

Can  you  now  answer  that  question?  A.  Yes,  sir,  I 
can. 

[2859]  Q.  Will  you  please  do  so?  A.  Sheet  3-G-3.29 
shows  the  entire  general  department  payroll  of  the  stores 
accounting  division  by  months  for  the  year  1946,  and  the 
distribution  of  such  payroll  among  the  various  companies 
for  whom  services  were  performed.  This  is  a  division  in 
which  salaries  are  not  distributed  on  a  predetermined 
basis  but  by  monthly  time  sheets  which  are  prepared  to 
give  an  exact  distribution  of  salary  each  month  in  accord¬ 
ance  with  the  work  performed  in  that  particular  month. 
In  my  study  I  assumed  that  the  average  allocation  of  sala¬ 
ries  for  the  entire  twelve  months  of  1946  was  a  typical 
experience,  and  I  used  these  percentage  estimates,  the 
breakdown  of  1947  salaries  between  the  various  groups  of 
companies.  For  example,  the  percentages  shown  at  the 
extreme  right-hand  side  of  Sheet  3-G-3.29  indicate  that 
of  the  total  payroll  for  1946,  50.33  per  cent  was  charged  to 
Duquesne  Light  Company,  .24  per  cent  to  Allegheny  County 
Steam  Heating  Company,  and  .03  per  cent  to  Cheswick  and 
Harmar  Railroad  Company,  making  a  total  of  50.60  per 
cent  for  the  electric  group  of  companies. 

This  latter  percentage  was  then  carried  forward  to  Sheet 
3-G-1.9  in  Philadelphia  Company’s  Exhibit  63-2  and  used 
to  determine  the  proportion  of  the  estimated  payroll  of 
the  stores  accounting  division  that  would  be  charged  to  the 
electric  group.  The  percentages  as  shown  on  Sheet  3-G-1.9 
for  the  other  groups  of  companies  were  accumulated  in  the 
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same  way  from  the  [2860]  percentages  shown  for  each 
company  on  Sheet  3-G-3.29  in  Philadelphia  Company  Ex¬ 
hibit  63-2. 

Q.  Mr.  Coffman,  referring  to  the  same  exhibit,  63-2, 
Page  3-G-lS,  will  you  please  explain  why  the  $35,213  repre¬ 
senting  the  total  estimated  overtime  of  the  accounting  de¬ 
partment  was  distributed  to  the  electric,  gas  and  other 
groups  of  companies?  A.  To  answer  this  question  I 
would  like  to  explain  that  the  $35,213  of  overtime  was  the 
result  of  an  accumulation  of  estimates  by  divisions  of  the 
accounting  department  as  shown  on  Philadelphia  Company 
Exhibit  62-3,  Sheet  3-F-2. 

Referring  to  that  sheet  it  will  be  seen  that  overtime  esti¬ 
mated  for  the  payroll  timekeeping  and  pension  divisions 
•was  at  the  rate  of  6  per  cent  of  the  general  department  pay¬ 
roll,  or  a  total  of  $S517  of  the  total  of  $35,213  of  overtime 
estimated  for  the  entire  accounting  department. 

Referring  to  Philadelphia  Company’s  Exhibit  63-2, 
Sheet  3-G-1.6,  Page  2  of  2,  which  covers  the  payroll  depart¬ 
ment  also  and  shows  the  distribution  of  estimated  annual 
payroll  to  utility  groups  on  the  basis  of  present  operations, 
the  figure  of  $8517  for  overtime  is  shown  at  the  bottom  of 
the  page.  The  distribution  of  this  amount  to  the  various 
utility  groups  was  on  the  basis  at  the  straight-time  payroll 
for  each  group  bore  to  the  total  payroll  of  the  group  after 
Mr.  Berry’s  salary  was  excluded  from  all  figures.  The 
reason  for  this  treatment  [2861]  was  that  Mr.  Berry  was 
the  only  member  of  this  division  that  was  carried  on  one 
of  the  officer’s  payrolls,  and  it  was  assumed  that  the  over¬ 
time  would  be  paid  as  distributed  in  the  same  percentages 
as  the  straight-time  pay  for  the  remaining  employees  of 
the  division.  The  distribution  of  overtime  for  each  of  the 
divisions  of  the  accounting  department  was  made  in  the 
same  way.  The  totals  for  all  divisions  for  the  accounting 
department  were  then  accumulated  and  are  the  figures 
which  appear  at  the  bottom  of  Sheet  3-G-1.6  of  Philadel¬ 
phia  Company’s  Exhibit  63-2. 
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[2862]  Q.  That,  I  believe,  concludes  the  information 
which  you  have  been  able  to  collect  with  reference  to  the 
questions  pertaining  to  the  Accounting  Department?  A. 
Yes,  sir;  that  is  correct.  Time  did  not  permit  me  to  go  be¬ 
yond  what  I  have  stated. 

Mr.  Hackney:  If  the  Examiner  please,  we  now  propose 
to  turn  to  Kentucky  West  Virginia  Gas  Company.  There 
were  many,  many  questions  asked  about  various  phases 
of  the  operations  of  Kentucky  West  Virginia  Gas  Company 
and  we  propose  to  go  into  that  now  for  a  little  while. 

By  Mr.  Hackney: 

Q.  Have  you  made  a  calculation  and  can  you  give  us 
the  total  amount  of  charges  made  by  all  general  depart¬ 
ments  to  Kentucky  West  Virginia  Gas  Company  for  1946? 
A.  Yes,  I  can. 

Q.  Will  you  give  it  to  us,  please?  A.  The  total 
amount  of  charges  to  Kentucky  West  Virginia  Gas  Com¬ 
pany  for  1946  was  $62,505.  This  sum  was  made  up  of  the 
following  items : 

Payroll,  per  Philadelphia’s  Exhibit  58,  $23,171. 

Telephone  Department  Salaries,  per  the  1946  records, 
$109,  or  a  total  payroll  of  $23,280. 

Kent,  $4,345,  and  Other  Expenses,  $34,880,  making  a 
total  of  expenses  of  $62,505. 

Q.  Can  you  give  us  any  idea  of  what  most  of  the  other 
[2863]  expenses  of  $34,880  consisted?  A.  Of  the  total 
Other  Expenses  of  $34,880,  $33,216  of  that  amount  was 
rate  case  expense  charged  by  the  Law  and  Real  Estate 
Department,  primarily  for  outside  professional  services. 

Q.  What  per  cent  is  the  $23,280  payroll  figure  you  just 
mentioned,  to  the  total  payroll  of  the  General  Departments 
and  Equitable  Auto  Company  for  1946?  A.  That  per 
cent  is  .50  per  cent. 


lS54a  Testimony — Paul  B.  Coffman — Re-direct. 

Q.  "What  is  the  total  amount  of  all  charges  which  you 
estimate  will  be  made  by  all  general  departments  to  Ken¬ 
tucky  West  Virginia  Gas  Company  in  1947  ?  A.  My  esti¬ 
mate  for  such  charges  to  Kentucky  West  Virginia  Gas  Com¬ 
pany  in  1947  is  $51,379,  which  total  is  made  up  as  follows : 

Estimated  payroll  per  Philadelphia  Company’s  Exhibit 
63-2,  $26,S04. 

Kent,  $4,457. 

Other  expenses,  $20,118,  making  total  expenses  of 
$51,379. 

Q.  What  is  the  major  item  which  enters  into  the  other 
expenses  of  $20,118?  A.  Of  this  amount,  approximately 
$15,000  is  budgeted  by  the  Law  &  Real  Estate  Departments 
for  Rate  Case  Expenses. 

[2S64]  Q.  What  per  cent  is  the  $26,804  of  estimated 
payroll  you  just  mentioned,  to  the  total  payroll  of  the 
general  departments,  as  annualized  for  1947?  A.  That 
per  cent  is  .51  per  cent  of  the  total  payroll  of  the  general 
departments  as  annualized  for  1947. 

Q.  Mr.  Coffman,  what  general  departments  perform 
work  for  Kentucky  West  Virginia  Gas  Company?  A. 
There  are  only  seven  general  departments  which  perform 
work  for  Kentucky  West  Virginia  Gas  Company. 

They  are,  (1),  Executive  Department,  (2)  The  Account¬ 
ing  Department,  (3),  The  Law  and  Real  Estate  Depart¬ 
ment,  (4)  The  Personnel  Department,  (5),  The  Secretary’s 
Department,  (6)  The  Telephone  Department,  and  (7)  The 
Treasurer’s  Department. 

The  work  performed  by  the  Law  and  Real  Estate  De¬ 
partment  does  not  include  any  work  performed  by  the  Real 
Estate  Division  of  that  Department. 

Q.  Will  you  give  us  the  amounts  of  the  General  Depart¬ 
ment  payroll  for  January,  1947,  which  were  charged  to 
Kentucky  West  Virginia  Gas  Company?  A.  The  records 
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of  the  Company  show  that  the  following  six  general  depart¬ 
ments  made  the  following  payroll  charges  to  Kentucky 
West  Virginia  Gas  Company  for  January,  1947 : 

Executive  Department,  $1,238.76. 

Accounting  Department,  $150. 

[2865]  Law  and  Real  Estate  Department,  $481.98. 

Personnel  Department,  $25.33. 

Secretary’s  Department,  $154.99. 

Treasury  Department,  $28.32. 

The  total  being  $2,079.38.  This  total  of  $2,079.38  is 
shown  on  Philadelphia  Company’s  Exhibit  59  opposite 
Kentucky  West  Virginia  Gas  Company. 

The  payroll  records  list  no  charges  by  the  Telephone 
Department  to  the  Kentucky  West  Virginia  Gas  Company 
for  January,  1947. 

Q.  You  previously  testified  that  the  Telephone  Depart¬ 
ment  did  perform  work  for  Kentucky  West  Virginia  Gas 
Company.  Will  you  explain  why  the  records  of  the  Com¬ 
pany  show  no  payroll  charges  by  this  Department  to  Ken¬ 
tucky  West  Virginia  Gas  Company  for  January,  1947? 
A.  The  Telephone  Department  employees  are  treated  on 
the  payroll  records  of  the  companies  as  employees  of  Equi¬ 
table  Gas  Company,  except  for  Mr.  Smith,  the  Superin¬ 
tendent  of  Telephones,  who  is  included  in  the  Junior  Offi¬ 
cers’  payroll. 

All  employees  in  this  department  are  included  in  the 
operating  payroll  of  Equitable  Gas  Company  and  they  are 
paid  by  check  of  that  company.  However,  the  Telephone 
Department  does  perform  work  for  Kentucky  West  Vir¬ 
ginia  Gas  Company  and  a  charge  of  $8.82  was  made  to 
Kentucky  West  Virginia  Gas  Company  by  Equitable  Gas 
Company  in  January,  1947,  for  such  [2866]  work.  This 
charge  represented  .2  per  cent  of  1  per  cent  of  the  salaries 
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of  the  Chief  Operator  and  the  operators  of  the  switchboard 
in  the  Central  Building,  as  shown  by  Sheet  ll-G-3-4  of 
Philadelphia  Company’s  Exhibit  63-2.  This  percentage 
represents  the  proportion  of  the  use  of  the  telephones 
located  in  the  general  departments  in  connection  with  the 
business  of  the  Kentucky  West  Virginia  Gas  Company  as 
indicated  on  Sheet  ll-G-3-4  of  Philadelphia  Company’s 
Exhibit  63-2. 

The  above  percentage  was  determined  by  Mr.  Smith  as 
Superintendent  of  the  Department  as  the  proper  one  to 
be  used  during  the  first  quarter  of  1947. 

Q.  You  testified  a  few  minutes  ago  that  the  accounting 
department  made  a  payroll  charge  of  $150  for  January, 
1947.  Can  you  give  us  a  breakdown  on  that  payroll  charge, 
that  is,  the  charge  to  Kentucky  West  Virginia  Gas  Com¬ 
pany?  A.  The  aggregate  charge  of  $150  made  by  the 
Accounting  Department  for  January,  1947,  represents  fixed 
portions  of  the  salaries  of  three  persons  in  the  accounting 
department,  as  follows: 

Mr.  Harmon,  Comptroller,  $100  per  month; 

Mr.  Brazel,  Assistant  Comptroller,  $25  per  month ;  and 

Mr.  Hegmann,  General  Auditor,  $25  per  month. 

These  amounts  were  determined  by  Mr.  Harmon,  the 
Comptroller,  as  representing  his  judgment  as  to  the  proper 
pro-  [2867]  portions  of  the  total  salaries  of  each  of  the 
three  individuals  named,  which  should  be  charged  to  Ken¬ 
tucky  West  Virginia  Gas  Company  for  the  work  performed 
by  those  individuals  for  that  company. 

The  amounts  are  small  because  virtually  all  of  the  ac¬ 
counting  functions  of  Kentucky  West  Virginia  Gas  Com¬ 
pany  are  performed  at  Ashland,  Kentucky,  by  a  staff  of 
45  employees  who  are  paid  from  Ashland  and  who  are  under 
the  supervision  of  Mr.  Howard  W.  Ruemmele,  Assistant 
Secretary,  Assistant  Treasurer.  Mr.  Ruemmele  reports  to 
Mr.  Harmon  upon  all  matters  of  accounting. 


Testimony — Paul  B.  Coffman — Re-direct.  1857a 

Q.  I  want  to  return  in  a  few  minutes,  Mr.  Coffman,  to 
the  accounting  functions  performed  at  Ashland.  Mean¬ 
while,  to  go  back  to  the  January  1947  payroll  charge  of 
$25.33  which  the  Personnel  Department  made  to  Kentucky 
■West  Virginia  Gas  Company,  will  you  give  us  a  breakdown 
of  that  figure?  A.  The  $25.33  payroll  charge  made  by 
the  Personnel  Department  for  January  1947  represents  2 
per  cent  of  the  monthly  salary  of  Mr.  Howard  Donaldson, 
who  is  Director  of  Personnel.  The  2  per  cent  figure  was 
determined  by  Mr.  Donaldson  and  represents  his  judgment 
as  to  the  proper  proportion  of  his  own  salary  to  be  charged 
to  Kentucky  West  Virginia  Gas  Company  for  the  work 
which  he  performs  for  that  company. 

Mr.  Donaldson’s  work  for  Kentucky  West  Virginia  Gas 
[2868]  Company  is  largely  of  an  advisory  nature  and  it 
is  performed  for  the  most  part  in  connection  with  negotia¬ 
tions  of  new  labor  contracts.  It  is  to  be  noted  that  none 
of  the  personnel  records  of  Kentucky  West  Virginia  Gas 
Company  are  maintained  in  the  Personnel  Department  in 
Pittsburgh. 

Q.  Now,  will  you  also  give  us  a  breakdown  of  the 
$28.32  payroll  charge  made  by  the  Treasury  Department 
to  Kentucky  West  Virginia  Gas  Company  for  January, 
1947?  A.  It  represents  %  of  1  per  cent  of  each  of  the 
salaries  of  four  individuals  in  the  Treasury  Department 
who  perform  work  for  Kentucky  West  Virginia  Gas  Com¬ 
pany.  These  individuals,  and  the  amounts  charged  by  them 
for  January,  1947,  are  as  follows: 

Mr.  H.  D.  Megahan,  Treasurer,  $11.88 ; 

Mr.  0.  J.  Wolfram,  Assistant  Treasurer,  $6.00; 

Mr.  C.  H.  Rickard,  Assistant  Treasurer,  $5.63 ;  and 

Mr.  C.  F.  Gaut,  Assistant  Treasurer,  $4.81. 

These  four  individuals  perform  very  minor  functions 
for  Kentucky  West  Virginia  Gas  Company  and  the  payroll 
charges  made  for  this  work  represent  Mr.  Megahan ’s  judg- 
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ment  as  to  the  proper  portion  of  their  salaries  to  he  allo¬ 
cated  to  Kentucky  West  Virginia  Gas  Company  for  the 
mihor  work  performed  by  them  for  that  company. 

Q.  Now,  will  you  give  us  a  breakdown  of  the  $1,238.76 
payroll  charge  made  by  the  Executive  Department  to  Ken¬ 
tucky  [2S69]  West  Virginia  Gas  Company  for  January, 
1947?  A.  This  amount  represents  the  following: 

$511.31  paid  to  Mr.  Fleger  as  President  of  Kentucky 
West  Virginia  Gas  Company,  representing  27.27  per  cent 
of  that  portion  of  his  salary,  namely,  one-half,  which  is 
allocated  to  the  Executive  Department. 

$170.44  paid  to  Mr.  Parkman,  as  Assistant  to  the  Presi¬ 
dent  of  Kentucky  West  Virginia  Gas  Company,  represent¬ 
ing  27.27  per  cent  of  his  total  compensation ; 

$34.09  paid  to  Miss  Clara  Walker,  as  Secretary  to  Mr. 
Fleger,  as  President  of  Kentucky  West  Virginia  Gas  Com¬ 
pany,  representing  27.27  per  cent  of  that  part  of  her  salary, 
namely,  one-half,  which  is  allocated  to  the  executive  depart¬ 
ment. 

$522.92,  being  the  aggregate  amount  paid  to  eight  other 
members  of  the  department. 

In  connection  with  the  makeup  of  the  Executive  De¬ 
partment,  I  have  already  explained  the  basis  upon  which 
the  salaries  of  the  members  of  the  Executive  Department 
are  allocated. 

[2870]  Q.  Will  you  now  give  us  a  breakdown  of  the 
$481.98  payroll  charge  made  by  the  law  department  to 
Kentucky  West  Virginia  Gas  Company  for  the  month  of 
January,  1947?  A.  This  amount  is  made  up  as  follows: 

$104.07  paid  to  Mr.  Fleger  as  general  attorney,  repre¬ 
senting  5.55  per  cent  of  the  one-half  of  Mr.  Fleger ’s  salary 
which  is  allocated  to  the  law  department.  This  percentage 
figure  is  based  upon  gross  operating  revenues  for  the  year 
ended  November  30, 1946  for  the  companies  listed  on  sheet 
6-G-3.1  of  Philadelphia  Company’s  Exhibit  63-2; 
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$294.53  paid  to  five  lawyers  and  the  office  manager  in 
the  law  department.  The  five  lawers  are :  Mr.  V.  W.  Thomas, 
Mr.  H.  G.  Wasson,  Jr.,  Mr.  H.  M.  Swartz,  Mr.  T.  J.  Mnnsch, 
Jr.,  and  Mr.  B.  H.  Smyers,  Jr.  The  office  manager  is  Mr.  E. 
E.  McCormick. 

The  percentage  of  the  salaries  of  each  of  these  men 
which  is  allocated  to  Kentucky  West  Virginia  Gas  Com¬ 
pany  and  the  basis  therefor  are  set  forth  on  sheet  6-G-3.2, 
3.3  and  3.4  of  Philadelphia  Company’s  Exhibit  63-2. 

$83.38  is  paid  to  11  full-time  employees  in  the  law 
department  and  one  part-time  employee,  the  latter  being 
Miss  Clara  Walker,  who  is  secretary  to  Mr.  Fleger.  These 
employees  are : 

Miss  Walker,  Miss  Cass,  Miss  Harkins,  Miss  Lippard, 
Mr.  Meehan,  Miss  Mineweiser,  Mrs.  Nelson,  Mrs.  S wetland, 
Miss  [2871]  Bernice  Walker,  now  Mrs.  Porter,  Miss  Byan, 
Mr.  John  T.  Brown  and  Mr.  Powell. 

Miss  Clara  Walker’s  salary  is  distributed  on  the  same 
basis  as  Mr.  Fleger ’s.  The  percentage  of  the  salaries  of 
each  of  the  remaining  employees  which  is  allocated  to 
Kentucky  West  Virginia  Gas  Company  and  the  basis  there¬ 
for  are  set  forth  in  the  letter  from  Mr.  Fleger  to  Mr.  Har¬ 
mon  dated  January  17, 1947,  and  its  attachments,  which  are 
set  forth  at  sheet  6-G-3.6  and  subsequent  sheets  through 
6-G-3.6Q  of  Philadelphia  Company’s  Exhibit  63-2. 

Q.  Also  what  is  the  breakdown  of  the  $154.99  payroll 
charge  made  by  the  secretary’s  department  to  Kentucky 
West  Virginia  Gas  Company  for  January,  1947?  A. 
$54.37  of  this  amount  was  paid  to  Mr.  E.  W.  Washabaugh, 
as  secretary  of  Kentucky  West  Virginia  Gas  Company; 

$26.10  was  paid  to  Mr.  R.  D.  McKinnis,  assistant  secre¬ 
tary  of  Kentucky  West  Virginia  Gas  Company; 

$74.52  was  paid  to  seven  employees  in  this  department 
consisting  of  the  secretary  to  the  secretary,  a  chief  clerk, 
a  general  clerk  and  four  stenographers.  The  percentage  of 
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the  salaries  of  each  of  these  employees  in  the  secretary’s 
department  ■which  is  allocated  to  Kentucky  West  Virginia 
Gas  Company  is  explained  in  sheet  10-G-3.1  and  3.2  of 
Philadelphia  Company’s  Exhibit  63-2.  These  percentages 
are  i  based  upon  gross  operating  revenues  for  the  year 
ended  November  30,  1946  [2872]  for  the  companies  set 
forth  on  those  sheets. 

Q.  At  pages  1454  and  1455  of  the  transcript  Mr.  Gutt- 
mann  asked  you  why  Philadelphia  Exhibit  58  contained  no 
figure  in  the  column  entitled  “Operating”  with  respect  to 
Kentucky  West  Virginia  Gas  Company  and  also  with 
respect  to  Finleyville  Oil  &  Gas  Company,  Equitable  Sales 
Company  or  Philadelphia  Company.  Will  you  explain  the 
reason  for  that?  A.  Philadelphia  Company’s  Exhibit 
58,  as  well  as  its  Exhibit  59,  shows  by  payroll  classification 
the  total  payroll  of  Philadelphia  Company  and  subsidiary 
companies  which  was  paid  out  of  the  Pittsburgh  offices. 
Philadelphia  Company’s  Exhibit  58  shows  this  information 
for  the  year  1946  whereas  Philadelphia  Company’s  Exhibit 
59  shows  similar  payroll  totals  for  the  month  of  January, 
1947.  These  exhibits  are  based  upon  the  information  shown 
on  the  actual  payroll  records  of  the  companies.  The  salaries 
of  all  employees  who  are  shown  by  the  payroll  records  as 
being  employees  of  a  particular  company  are  included  in 
the  total  shown  on  these  exhibits  opposite  the  name  of  that 
company  and  under  the  appropriate  column  designating 
the  particular  payroll.  There  are  five  payrolls  maintained 
by  these  companies  in  the  Pittsburgh  offices.  The  Pitts¬ 
burgh  offices:  One,  general  officers;  two,  junior  officers; 
three,  general  departments;  four,  general  office,  and  five, 
operating. 

[2873]  No  employee  is  included  on  more  than  one  of 
these  payrolls.  All  employees  who  are  listed  on  the  pay¬ 
rolls  maintained  in  the  Pittsburgh  offices  as  employees  of 
Kentucky  West  Virginia  Gas  Company  are  carried  on 
either  the  general  officers’  payroll,  the  junior  officers’  pay- 
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roll,  or  the  general  department’s  payroll.  Consequently, 
Philadelphia  Company’s  Exhibit  58  shows  salary  pay¬ 
ments  made  for  Kentucky  West  Virginia  Gas  Company  only 
under  those  payroll  classifications.  None  of  these  exhibits 
includes  the  payroll  cost  for  any  of  the  employees  who 
work  exclusively  for  Kentucky  West  Virginia  Gas  Com¬ 
pany,  as  those  employees  are  paid  out  of  the  Kentucky 
West  Virginia  Gas  Company  offices  at  Ashland,  Kentucky. 
These  employees  would  not  be  affected  by  segregation. 

The  Ashland  payroll  for  Kentucky  West  Virginia  Gas 
Company  employees  totaled  $1,029,186  in  1946,  and  $93,027 
in  January,  1947.  At  the  end  of  January,  1947,  there  were 
673  employees  on  the  Ashland  payroll.  No  amount  appears 
on  Philadelphia  Company’s  Exhibit  58  under  the  column 
“Operating”  for  Finleyville  Oil  &  Gas  Company  for  the 
reason  that  the  payroll  records  of  the  companies  list  no 
individuals  as  employees  of  Finleyville  Oil  &  Gas  Com¬ 
pany  whose  salaries  are  included  in  the  operating  payroll. 
In  fact,  Finleyville  Oil  &  Gas  Company  has  no  employees 
engaged  exclusively  in  its  work.  The  work  of  actually 
operating  the  properties  of  this  company  is  performed 
by  employees  of  Equitable  Gas  Company.  Equitable  is 
reimbursed  [2874]  by  Finleyville  for  all  expenses  so  in¬ 
curred.  Equitable  Sales  Company  is  inactive  and  is  in 
process  of  liquidation.  It  has  no  full-time  employees. 
All  of  the  work  performed  for  that  company  is  performed 
by  persons  who  also  perform  work  for  other  companies  in 
the  Philadelphia  Company  system.  The  payroll  records 
of  the  companies  list  no  individuals  as  employees  of  Equi¬ 
table  Sales  Company,  either  full  time  or  part  time,  whose 
salaries  are  included  in  the  operating  payroll. 

[Overnight  adjournment.] 

[2878]  By  Mr.  Hackney: 

Q.  Mr.  Coffman,  continuing  with  Kentucky  West  Vir¬ 
ginia  Gas  Company,  will  you  please  explain  the  extent  to 
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■which  this  company’s  business  affairs  are  conducted  in 
Pittsburgh  as  compared  to  the  extent  to  which  they  are 
conducted  in  Ashland,  Kentucky?  A.  With  the  excep¬ 
tion  of  those  matters  relative  to  over-all  general  policies 
concerning  the  operation  and  construction  work  performed 
by  Kentucky  West  Virginia  Gas  Company,  finances  and 
other  pertinent  matters,  which  policies  are  determined  by 
the  president  or  Board  of  Directors,  all  of  the  operations 
of  this  company  are  conducted  in  Ashland,  Kentucky. 

Q.  What  books  and  records  of  Kentucky  West  Virginia 
Gas  Company  are  kept  in  Ashland?  A.  The  payroll  and 
personnel  records  of  all  employees  of  Kentucky  West 
Virginia  Gas  Company  except  those  few  located  in  Pitts¬ 
burgh  are  kept  at  Ashland;  so  also  the  fixed  capital  accounts 
of  the  company,  all  current  operating  records,  vouchers, 
[2879]  books  of  account,  the  corporate  ledger,  stock 
ledger  and  copies  of  the  minute  books.  Since  directors’ 
meetings  are  generally  held  in  Pittsburgh,  the  minute 
books  are  kept  there,  but  copies  are  maintained  in  Ash¬ 
land. 

Q.  Will  you  please  describe  the  operations  of  the  ac¬ 
counting  department  in  Ashland,  Kentucky?  A.  As  I 
have  previously  stated,  this  department  is  under  the  super¬ 
vision  of  Mr.  Beummele,  assistant  secretary,  assistant 
treasurer.  He  has  complete  charge  of  the  general  account¬ 
ing  work  in  Ashland  and  the  field  accounting  work  at 
Prestonsburg,  Kentucky.  He  has  complete  charge  of  the 
cash  receipts  and  the  issuance  of  all  voucher  payments 
made  by  the  company.  He  also  has  charge  of  the  stock 
books  of  the  company  and  maintains  copies  of  the  minutes 
of  the  directors’  meetings.  He  also  acts  as  company  proc¬ 
ess  agent.  This  officer  located  in  Ashland  reports  to  Mr. 
Harmon,  the  comptroller  of  the  company,  upon  all  matters 
in  reference  to  general  accounting  policies.  He  reports  to 
Mr,  Megahan,  the  treasurer,  upon  all  matters  of  general 
treasury  policy.  He  reports  to  Mr.  Washabaugh,  the  sec- 
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retary,  upon  all  secretarial  policy  matters,  and  he  reports 
to  Mr.  Beecher,  the  vice  president  and  general  manager, 
upon  all  matters  of  operating  policy.  The  principal  duties 
of  the  assistant  secretary,  assistant  treasurer  are  to  super¬ 
vise  and  direct  the  employees  in  the  accounting  department 
in  performing  the  functions  of  such  department.  The 
primary  function  of  this  [2880]  department  in  Ashland  is 
the  assimilation,  preparation,  and  maintenance  of  all  hooks 
of  accounts  and  records  upon  the  operations  and  construc¬ 
tion  work  performed  by  the  company  in  accordance  with 
the  provisions  of  the  Uniform  System  of  Accounts  and  the 
preparation  of  all  reports  and  statistical  information  re¬ 
quired. 

Q.  At  various  places  in  cross-examination,  you  were 
asked  as  to  how  the  Kentucky  "West  Virginia  Gas  Company 
payroll  was  handled.  Will  you  explain  how  and  where  the 
payroll  of  that  company  is  handled?  A.  The  payroll 
division  of  the  accounting  department  of  Kentucky  West 
Virginia  Gas  Company  is  located  in  Ashland  and  handles 
the  payrolls  for  all  employees  of  the  company  except  those 
who  are  in  Pittsburgh.  There  are  no  full-time  employees 
of  the  company  located  in  Pittsburgh,  but  there  are  ap¬ 
proximately  70  persons  who  perform  services  in  Pittsburgh 
for  the  company.  A  small  portion  of  the  salaries  of  these 
employees  is  paid  by  Kentucky  West  Virginia  Gas  Company 
and  this  portion  of  the  payroll  is  handled  in  Pittsburgh. 
As  of  January  31,  1947,  673  employees  were  on  the  pay¬ 
rolls  at  Ashland.  I  might  add  that  the  company  has  main¬ 
tained  a  policy  of  paying  its  employees  in  Ashland  on  the 
7th  and  the  22nd  of  each  month. 

Q.  What  office  handles  group  life  insurance,  group  an¬ 
nuities,  group  hospitalization,  and  the  administration  of 
workmen’s  compensation  for  Kentucky  West  Virginia  Gas 
Company  [2881]  employees?  A.  All  of  these  items  are 
handled  in  Ashland,  primarily  by  the  payroll  division  of  the 
accounting  department  there. 
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Q.  Will  you  explain  briefly  the  manner  in  which  per¬ 
sonnel  work  of  this  company  is  handled?  A.  Virtually 
all  of  the  personnel  work  of  this  company  is  handled  in 
Ashland  by  the  payroll  division  of  the  accounting  depart¬ 
ment  there.  None  of  the  personnel  records  of  this  com¬ 
pany  are  maintained  in  the  personnel  department  in 
Pittsburgh.  In  January,  1947,  the  only  payroll  charge 
made  by  the  personnel  department  in  Pittsburgh  to  Ken¬ 
tucky  West  Virginia  Gas  Company  was  for  $25.33,  which, 
as  I  have  already  explained,  represented  2  per  cent  of  the 
monthly  salary  of  Mr.  Donaldson,  director  of  personnel. 
Mr.  Donaldson’s  work  for  Kentucky  West  Virginia  Gas 
Company  is  largely  of  an  advisory  nature  and  is  performed 
for  the  most  part  in  connection  with  negotiations  for  new 
labor  contracts. 

Q-  Now,  what  about  the  secretary’s  department,  Mr. 
Coffman?  What  portion  of  the  secretary’s  work  is  per¬ 
formed  in  Ashland,  Kentucky?  A.  Nearly  all  of  the  sec¬ 
retary’s  work  is  performed  in  Ashland.  Illustrative  of  this 
is  the  fact  that  the  payroll  charge  made  in  January  of  1947, 
by  the  secretary’s  department  in  Pittsburgh  to  Kentucky 
West  Virginia  Gas  Company  amounted  to  only  $154.99. 
This,  as  I  have  explained,  was  paid  in  part  to  [2882]  Mr. 
Washabaugh  and  Mr.  McKinnis  as  secretary  and  assistant 
secretary,  respectively,  of  Kentucky  West  Virginia  Gas 
Company.  The  balance  was  paid  to  seven  employees  in  the 
secretary's  department  in  Pittsburgh.  The  allocation  is 
explained  on  Sheets  10-G-3.1  and  3.2  of  Philadelphia  Com¬ 
pany’s  Exhibit  63-2.  I  have  already  stated  that  the  cor¬ 
porate  records,  with  the  exception  of  the  minute  books, 
are  kept  in  Ashland.  I  might  add  that  the  dividend  checks 
are  paid  out  of  Ashland. 

Q.  Who  are  the  vice  presidents  of  Kentucky  West  Vir¬ 
ginia  Gas  Company  and  what  are  their  functions?  A.  I 
believe  that  Mr.  D.  B.  Beecher,  Mr.  T.  B.  Wilson,  Mr.  A.  W. 
Lee,  Jr.  and  Mr.  Ward  Perrott  are  vice  presidents  of 
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Kentucky  West  Virginia  Gas  Company.  Mr.  Beecher  is 
vice  president  in  charge  of  operations.  He  is  located  at 
Ashland,  where  he  actively  directs  the  operating  functions 
of  the  company.  His  entire  time  is  devoted  to  that  position. 
He  presently  reports  to  Mr.  Fleger,  who  is  president  of 
Kentucky  West  Virginia  Gas  Company.  After  segregation, 
I  contemplate  that  Mr.  Beecher  would  continue  to  perform 
the  same  functions  he  now  performs,  only  he  will  then 
report  to  the  new  president  of  Kentucky  West  Virginia 
Gas  Company.  It  is  my  understanding  that  Mr.  Wilson 
and  Mr.  Lee  are  vice  presidents  of  this  company  solely  for 
the  purpose  of  representing  the  interest  of  Louisville  Gas 
and  Electric  Company,  which  is  a  stockholder  in  and  a 
purchaser  of  gas  from  Kentucky  West  Virginia  Gas 
Company.  [2883]  They  receive  no  compensation  from 
Kentucky  West  Virginia  Gas  Company  and  their  functions 
as  vice  presidents  for  that  company  are  purely  nominal. 
They  are,  in  fact,  full-time  employees  of  Louisville  Gas  and 
Electric  Company,  or  are  at  least  principally  engaged  in 
the  affairs  of  that  company.  Obviously  it  is  immaterial 
for  purposes  of  my  study  whether  they  are  continued  as 
vice  presidents  of  Kentucky  West  Virginia  Gas  Company. 
Mr.  Perrott  serves  without  compensation  as  vice  president 
of  Kentucky  West  Virginia  Gas  Company.  He  represents 
the  interests  of  Pittsburgh  and  West  Virginia  Gas  Com¬ 
pany,  which  is  the  principal  purchaser  of  gas  from  Ken¬ 
tucky  West  Virginia  Gas  Company.  In  the  event  that 
Mr.  Perrott  would  be  the  individual  chosen  as  president 
of  all  the  companies  of  the  gas  group  after  segregation 
there  would,  of  course,  be  no  purpose  in  his  continuing  as 
vice  president  of  Kentucky  West  Virginia  Gas  Company. 
However,  the  matter  of  Mr.  Perrott ’s  continuing  as  a  vice 
president  of  the  Kentucky  West  Virginia  Gas  Company 
after  segregation  is  entirely  immaterial  for  the  purpose 
of  my  study,  since  he  receives  no  compensation  for  that 
position. 
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Mr.  Hackney:  If  the  Examiner  pleases,  I  propose  to 
pass  from  here  to  the  matter  of  the  advertising  department. 

The  Examiner:  Very  well. 

By  Mr.  Hackney: 

Q.  In  the  transcript  there  was  some  mention  of  the  joint 
advertising  program  conducted  by  the  several  natural  gas 
[28S4]  companies  in  the  Pittsburgh  area.  Will  you  please 
explain  the  nature  of  that  joint  advertising  program? 
A.  For  the  past  few  years  each  of  the  natural  gas  utility 
companies  serving  the  greater  Pittsburgh  area  has  par¬ 
ticipated  in  a  joint  advertising  campaign.  This  advertising 
consisted  of  newspaper  and  radio  advertising,  which  did 
not  mention  the  name  of  any  of  the  gas  companies  par¬ 
ticipating,  but  which  was  done  under  the  name  of  “Natural 
Gas  Companies  Serving  the  Greater  Pittsburgh  Area.” 
The  participating  companies  are  four  in  number:  Equitable 
Gas  Company,  Peoples  Natural  Gas  Company,  Manufac¬ 
turers  Light  &  Heat  Company,  and  Phillips  Oil  &  Gas 
Company.  The  first  three  companies  render  service  in  and 
around  the  City  of  Pittsburgh,  while  the  latter  company 
is  a  small  company  rendering  service  in  Butler  County, 
Pennsylvania,  which  is  north  of  Pittsburgh. 

Q.  Who  handles  the  advertising  work  of  this  joint  pro¬ 
gram?  A.  The  advertising  for  this  joint  advertising 
program,  including  the  preparation  of  copy,  is  handled  by 
a  Pittsburgh  advertising  agency,  Ketchum,  MacLeod  & 
Grove.  None  of  these  companies  is  an  affiliate  of  any  of 
the  others.  Ketchum,  MacLeod  &  Grove  is  not  affiliated 
with  any  of  them. 

Q.  Who  pays  the  costs  of  this  joint  advertising  pro¬ 
gram?  A.  The  costs  of  this  program  are  borne  by  all 
of  the  participating  companies.  During  1946  Equitable 
Gas  Company  bore  43.3  per  cent  of  the  entire  cost,  which 
was  a  larger  share  [2885]  than  that  borne  by  any  other 
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participating  company.  This  same  percentage  figure  repre¬ 
sents  Equitable  Gas  Company’s  share  of  these  costs  for  the 
program  during  1947. 

Q.  Will  you  explain  the  subject  matters  covered  by  this 
joint  advertising  program,  with  particular  reference  to  the 
subject  matters  covered  during  January  and  February  of 
1947  ?  A.  The  primary  purpose  of  the  advertising  done 
through  this  program  has  been  to  build  gas  load  and  pro¬ 
mote  the  use  of  gas.  During  World  War  II,  however, 
there  were  periods  when,  in  cooperation  with  the  War  Pro¬ 
duction  Board’s  gas  conservation  program,  the  advertising 
related  to  conservation.  There  was  also  a  temporary  ex¬ 
ception  during  part  of  the  winter  of  1946  and  1947,  when 
some  of  the  advertising  done  under  this  program  was  de¬ 
signed  to  urge  gas  customers  to  conserve  gas  wherever 
possible  in  view  of  the  critical  gas  supply  situation  which 
had  developed  at  that  time.  This  situation,  however,  was 
temporary.  During  the  balance  of  1947,  although  all  house¬ 
heating  advertising  was  dropped,  emphasis  wras  placed  on 
the  use  of  gas  for  cooking,  water  heating,  and  refrigeration. 
Because  of  the  gas  supply  situation,  the  1947  budget  for 
the  joint  gas  program  was  curtailed  sharply.  At  the  pres¬ 
ent  time  gas  heating  for  houses  in  the  Pittsburgh  area  is 
on  a  priority  basis  and  new  gas  house  heating  is  limited  to 
new  homes  and  hardship  cases.  A  house  now  being  heated 
by  oil  cannot  switch  to  gas  unless  it  is  a  hardship  case. 
During  January,  1947,  the  joint  advertising  [2886]  of  the 
four  gas  companies  consisted  of  one  advertisement  devoted 
to  cooking,  which  was  inserted  in  all  Pittsburgh  newspapers. 
Commercial  announcements  on  the  news  broadcast  at 
6 :56  P.M.  Sundays  over  Station  KDKA  were  also  devoted 
to  promotional  subjects,  chiefly  gas  cooking.  In  February, 
1947,  the  joint  advertising  of  the  several  natural  gas  com¬ 
panies  consisted  of  three  advertisements  inserted  in  all  of 
the  Pittsburgh  newspapers.  Two  of  these  were  devoted  to 
gas  cooking  and  one  of  these  urged  customers  to  conserve 
gas  because  of  the  supply  situation. 
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Q.  Has  Equitable  Gas  Company  carried  on  its  own  sep¬ 
arate  advertising  program  in  addition  to  participating  in 
the  joint  program  of  the  natural  gas  companies  serving  the 
greater  Pittsburgh  area?  A.  Yes,  it  has.  During  past 
years  Equitable  Gas  Company  has  conducted,  and  it  is 
presently  conducting,  its  own  advertising  program  sepa¬ 
rately  from  and  in  addition  to  the  advertising  done  through 
the  joint  advertising  program  of  the  natural  gas  companies 
serving  the  greater  Pittsburgh  area. 

Q.  Who  handles  the  separate  advertising  program  of 
Equitable  Gas  Company?  A.  Its  separate  advertising 
program  has  been  and  is  prepared  and  handled  by  the  ad¬ 
vertising  department. 

Q.  What  is  the  subject  matter  of  the  advertising  con¬ 
ducted  by  Equitable  Gas  Company  through  its  own  adver¬ 
tising  [2S87]  program?  A.  This  separate  advertising 
has  been  and  is  of  a  load  building  and  promotional  nature, 
with  a  temporary  exception  occurring  during  World  War 
n,  in  cooperation  with  the  War  Production  Board’s  con¬ 
servation  program,  and  with  a  temporary  exception  oc¬ 
curring  also  during  the  winter  of  1946  and  1947.  As  was 
indicated  with  the  joint  advertising  program  of  the  four 
gas  companies  serving  the  greater  Pittsburgh  area,  the 
separate  advertising  of  Equitable  Gas  Company  during  the 
winter  of  1946  and  1947,  urged  Equitable  Gas  Company’s 
customers  to  conserve  gas.  This  conservation  advertising 
was  the  result  of  the  gas  supply  situation  then  prevailing. 
As  was  the  case  with  the  joint  advertising  program  of  the 
four  companies,  Equitable  Gas  Company’s  separate  ad¬ 
vertising  program  during  the  balance  of  1947,  dropped  the 
promotion  of  house  heating  and  placed  emphasis  on  the 
use  of  gas  for  cooking,  hot  water  heating  and  refrigeration. 
The  advertising  budget  for  Equitable  Gas  Company’s  sep¬ 
arate  advertising  was  curtailed  sharply  in  1947,  as  was  the 
case  with  the  advertising  budget  for  the  joint  program  of 
the  four  companies. 
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Q.  What  was  the  nature  of  Equitable  Gas  Company’s 
separate  advertising  during  January  of  1947 1  A.  Dur¬ 
ing  January  of  1947,  Equitable  Gas  Company’s  separate 
advertising  was  devoted  primarily  to  the  use  of  gas  for 
cooking.  It  employed  newspaper  advertising,  radio  ad¬ 
vertising,  [2888]  car  card  advertising  and  certain  miscel¬ 
laneous  advertising,  all  of  which  was  devoted  principally 
to  cooking.  It  also  employed  outdoor  advertising  consist¬ 
ing  of  a  billboard  poster  promoting  the  use  of  gas  for 
water  heating. 

Q.  Will  you  give  us  a  comparison  of  the  total  cost  of 
Equitable  Gas  Company’s  separate  advertising  program 
which  is  conducted  by  the  advertising  department  and  the 
cost  to  Equitable  Gas  Company  of  its  participating  in  the 
joint  advertising  program  of  the  four  natural  gas  com¬ 
panies  serving  the  greater  Pittsburgh  area?  A.  During 
1946,  Equitable  Gas  Company’s  share  of  the  joint  adver¬ 
tising  program  of  the  four  natural  gas  companies  was 
$55,081.  This  amount  represented  43.3  per  cent  of  $127,208, 
which  was  the  total  cost  to  all  of  the  four  gas  companies 
participating  in  the  joint  program.  During  1946,  Equi¬ 
table  Gas  Company’s  share  of  the  cost  of  the  advertising 
department  of  Philadelphia  Company  and  subsidiary  com¬ 
panies  was  $170,188.27,  consisting  of  $14,374.18  for  payroll, 
$1,973.20  for  rental  of  office  space  and  $153,840.89  for  other 
expenses,  which  includes  $55,081  for  the  joint  advertising 
program.  The  item  of  $153,840.89  also  includes  the  fol¬ 
lowing: 

Newspaper  advertising,  $8,053. 

Radio  advertising,  $24,053. 

Car  card  advertising,  $9865. 

American  Gas  Association  advertising,  $7,760. 

[2889]  Commercial  advertising,  $1985. 
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Industrial  advertising,  $2392 ;  and 

Gas  bill  and  miscellaneous  advertising,  $39,099.89,  or  a 
total  of  $93,1S9.89  expended  for  advertising  of  the  types 
indicated.  It  is  apparent  from  these  figures  that  Equi¬ 
table  Gas  Company  is  expending  an  amount  on  its  own 
separate  advertising  program  which  is  almost  as  great  as 
the  entire  amount  which  is  expended  by  all  four  natural 
gas  companies  in  their  joint  advertising  program,  and  that 
it  is  expending  an  aggregate  amount  for  advertising  which 
is  greater  than  the  entire  amount  being  expended  in  the 
joint  advertising  program. 

Mr.  Hackney:  Please  mark  this  document  Philadelphia 
Exhibit  82. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  I  now  show  you  an  exhibit  which  has 
been  marked  as  Philadelphia  Exhibit  82,  consisting  of  three 
pages.  Will  you  explain  what  this  exhibit  is  ?  A.  Phila¬ 
delphia  Company’s  Exhibit  82  consists  of  three  sheets 
prepared  by  me  from  the  records  of  the  advertising  depart¬ 
ment.  The  first  sheet  is  entitled  “Equitable  Gas  Company, 
Advertising  Department — Allocation  of  Estimated  Adver¬ 
tising  Expense  for  1946,  from  1946  Budget.”  It  shows  the 
total  amount  of  budgeted  advertising  expense  for  Equitable 
GaS  Company  taken  [2890]  from  its  1946  budget  broken 
down  to  show  payroll,  rental  of  office  space,  and  other 
expense.  A  further  breakdown  of  other  expense  is  also 
shown. 

The  second  sheet  is  entitled  “Equitable  Gas  Company, 
Advertising  Department  1946  Actual.”  It  shows  the  total 
amount  of  advertising  expense  actually  incurred  by  Equi¬ 
table  Gas  Company  during  1946,  broken  down  to  show 
payroll,  rental  of  office  space  and  other  expenses.  A  fur¬ 
ther  breakdown  of  other  expenses  is  also  shown. 
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The  Examiner:  You  previously  read  into  the  record  at 
great  length  every  one  of  these  figures,  didn’t  you,  on  the 
second  page? 

Mr.  Hackney:  They  were  summarized,  I  believe. 

The  Witness:  The  summary  figures  were. 

The  Examiner:  Well,  I  wish  you  wouldn’t  do  that  again. 
If  you  have  the  facts  in  the  exhibit,  why,  don’t  list  them 
all  in  your  testimony.  It  is  purely  a  duplication. 

[2891]  The  Witness :  The  third  sheet  is  entitled  ‘ ‘ Equit¬ 
able  Gas  Company,  Advertising  Department,  Allocation  of 
estimated  advertising  expenses  for  1947  from  1947  budget.” 
It  shows  the  total  amount  of  budgeted  advertising  expense 
for  Equitable  Gas  Company  as  shown  by  that  Company’s 
budget  for  1947,  broken  down  to  show  payroll,  rental  of 
office  space,  and  other  expenses.  It  also  shows  a  break¬ 
down  of  other  expenses. 

Mr.  Hackney:  I  now  offer  in  evidence  Philadelphia 
Exhibit  82. 

The  Examiner:  Is  there  objection? 

Mr.  Guttmann:  No  objection. 

The  Examiner:  It  will  come  in. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  with  Philadelphia  Exhibit  82  before 
you  will  you  explain  any  variations  between  the  budget 
items  and  the  actual  amounts  which  you  consider  significant? 
A.  The  total  budgeted  advertising  expenses  for  Equitable 
Gas  Company  for  1946  were  $170,967  as  compared  with 
$170,188.27  actual  advertising  expense  for  1946. 

The  variation  between  the  1946  budget  figure  and  the 
1946  actual  figures  I  do  not  consider  significant. 
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On  the  other  hand  the  total  estimated  advertising  ex¬ 
pense  for  Equitable  Gas  Company  for  1947,  as  shown  by  its 
1947  budget,  is  $101,022,  or  $69,166  less  than  the  amount 
actually  expended  for  advertising  during  1946.  The  reason 
for  the  reduction  in  1947  budget  expense  reflects  the  fact 
[2892]  that  the  gas  supply  situation  during  1947  was  felt 
to  necessitate  the  curtailment  of  house-heating  advertising 
and  a  shift  in  emphasis  stressing  the  use  of  gas  for  cooking, 
water-heating  and  refrigeration.  This  situation  is  reflected 
in  the  joint  advertising  campaign  of  the  four  natural  gas 
companies  serving  the  Greater  Pittsburgh  area. 

Eeference  to  Philadelphia  Company’s  Exhibit  82  shows 
that  the  Equitable  Gas  Company’s  budgeted  1946  for  its 
share  of  the  advertising  program  amounted  to  $60,000  and 
that  $55,081  was  actually  expended  by  Equitable  Gas  Com¬ 
pany  as  its  share  in  this  program  during  1946. 

On  the  other  hand  Equitable  Gas  Company’s  1947  budget 
shows  the  amount  of  $17,016  as  the  estimated  amount  of 
Equitable  Gas  Company’s  share  of  the  joint  advertising 
program  of  the  four  natural  gas  companies  serving  the 
Pittsburgh  area. 

As  I  have  previously  stated,  the  joint  advertising  pro¬ 
gram  of  these  four  natural  gas  companies  serving  the 
Pittsburgh  area  has  been  reduced,  for  the  same  reasons 
which  caused  Equitable  Gas  Company  to  reduce  its  own 
separate  advertising  program  for  1947. 

Q.  Mr.  Coffman,  I  show  you  an  exhibit  consisting  of 
three  pages,  which  has  been  marked  as  Philadelphia  Exhibit 
83.  "Will  you  please  tell  us  what  these  are?  A.  Philadel¬ 
phia  Company’s  Exhibit  83  consists  of  three  [2893]  sheets 
prepared  by  me  from  the  records  of  the  Advertising  Depart¬ 
ment.  The  first  sheet  is  entitled  “Duquesne  Light  Company, 
Advertising  Department,  allocation  of  estimated  advertis¬ 
ing  expenses  for  1946  from  1946  budget.” 
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This  shows  the  total  amount  of  budgeted  expense  for 
Duquesne  Light  Company  taken  from  its  1946  budget, 
broken  down  to  show  payroll,  rental  of  office  space,  and 
other  expenses. 

A  further  breakdown  of  other  expenses  is  also  shown. 

The  second  sheet  is  entitled  “Duquesne  Light  Company, 
Advertising  Department,  1946,  Actual.”  It  shows  the  total 
amount  of  advertising  expense  actually  incurred  by 
Duquesne  Light  Company  during  1946,  broken  down  to 
show  payroll,  rental  of  office  space,  and  other  expenses. 

A  further  breakdown  of  other  expenses  is  also  shown. 

The  third  sheet  is  entitled  “Duquesne  Light  Company, 
Advertising  Department,  Allocation  of  Estimated  Adver¬ 
tising  Expenses  for  1947  from  1947  budget.” 

It  shows  the  total  amount  of  budgeted  advertising 
expense  for  Duquesne  Light  Company  as  shown  by  that 
Company’s  budget  for  1947,  broken  down  to  show  payroll, 
rental  of  office  space,  and  other  expenses.  It  also  shows  a 
breakdown  of  other  expenses. 

Mr.  Hackney:  If  the  Examiner  please,  I  now  offer  in 
evidence  Philadelphia  Exhibit  No.  83. 

[2894]  The  Examiner:  Is  there  objection? 

Mr.  Guttmann:  No  objection. 

The  Examiner:  It  will  come  in. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  will  you  explain  the  appliance  mer¬ 
chandising  program  of  Equitable  Gas  Company  briefly,  and 
tell  us  how  it  compares  with  the  Appliance  Merchandising 
Program,  followed  by  Peoples  Natural  Gas  Company  and 
Manufacturers  Light  &  Heat  Company?  A.  Equitable 
Gas  Company  has  an  Appliance  Merchandising  Program 
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■which  is  based  on  cooperation  with  independent  retail 
dealers,  but  which  also  embraces  the  direct  sale  and  pro¬ 
motion  of  all  kinds  of  gas  appliances.  Peoples  Natural  Gas 
Company  and  Manufacturers  Light  &  Heat  Company  each 
conduct  essentially  the  same  type  of  program. 

Equitable  Gas  Company’s  program  consists  of  a  full 
cooperation  with  dealers  in  its  territory  who  are  engaged 
in  the  sale  of  gas  appliances,  to  the  end  that  each  dealer 
may  realize  the  maximum  possible  amount  of  such  business 
in  his  own  area. 

In  addition,  Equitable  Gas  Company  also  engages  di¬ 
rectly  in  merchandising  all  types  of  gas  appliances  to 
customers  on  its  lines. 

[2S95]  It  is  the  policy  of  the  Company,  worked  out  in 
conjunction  with  the  gas  appliance  dealers  in  its  territory, 
to  limit  its  own  sale  of  gas  appliances  to  a  fixed  percentage 
of  the  estimated  annual  gas  appliance  business  in  Equitable 
Gas  Company’s  territory. 

This  percentage  is  fixed  at  10  per  cent,  as  it  is  estimated 
that  the  non-affiliated  retail  dealers  will  do  90  per  cent  of 
the  gas  appliance  sales  business  done  in  that  territory. 

Equitable  Gas  Company  has  a  large  and  modern  retail 
sales  office  at  610  IV ood  Street,  Pittsburgh,  at  which  it 
maintains  a  large  display  of  modern  types  of  gas  appli¬ 
ances,  and  makes  sales  direct  to  the  public  from  this  dis¬ 
play  room. 

Pursuant  to  its  policy  of  dealer  cooperation,  Equitable 
Gas  Company  maintains  a  demonstration  auditorium  at 
this  retail  sales  office,  where  gas  appliances  are  demon¬ 
strated,  where  cooking  classes  are  conducted,  where  dealers’ 
salesmen  are  given  training  courses  in  how  to  sell,  and 
where  dealers  ’  repairmen  are  instructed  in  proper  methods 
of  servicing.  It  has  a  home  service  department,  which  pub¬ 
lishes  recipes  and  gives  lectures  and  instructions  to  classes, 
on  cooking,  and  on  the  use  of  gas  cooking  appliances.  These 
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classes  are  conducted  in  the  public  schools  and  in  other 
public  meeting  places  throughout  the  Pittsburgh  area. 

Equitable  Gas  Company  at  the  present  time  has  nine 
salesmen  who  are  engaged  in  the  direct  sale  of  gas  appli¬ 
ances  to  [2896]  customers  located  on  Equitable  Gas  Com¬ 
pany’s  line.  At  the  present  time  emphasis  is  placed  on  the 
sale  of  gas  appliances  other  than  for  house-heating. 

These  salesmen  are  paid  a  salary  and  a  commission. 
However  they  receive  a  commission  equal  to  one-half  of 
the  commission  which  they  would  make  on  a  direct  sale  if 
they  assist  a  dealer  in  making  a  sale.  The  commission  which 
is  paid  for  assisting  a  dealer  in  making  a  sale  is  paid  en¬ 
tirely  by  the  Company.  I  might  mention  that  it  is  customary 
for  Equitable  Gas  Company’s  Advertising  Department  to 
mention  these  independent  retail  dealers.  These  advertise¬ 
ments  frequently  contain  the  phrase  “See  your  dealer.” 

Q.  Why  has  Equitable  Gas  Company  continued  its  pro¬ 
motional  advertising  and  sales  promotion  of  gas  appliances 
other  than  house-heating  during  a  period  in  which  there 
was  a  critical  situation  in  respect  to  gas  supplies?  A. 
The  period  during  the  winter  of  1946  and  1947  when  the 
supply  situation  was  critical,  of  course,  was  when  the  tem¬ 
peratures  were  low,  and  there  was  a  large  demand  upon 
the  system  for  gas  for  house-heating  purposes.  The  appli¬ 
ances  other  than  house-heating,  however,  are  of  a  nature 
that  utilize  the  gas  throughout  the  entire  year  and  there¬ 
fore  provide  a  good  annual  load  factor. 

Furthermore,  a  good  deal  of  the  appliance  sales  of 
items  such  as  ranges  and  refrigerators  is  definitely  replace¬ 
ment  [2897]  business.  The  volume  of  replacement  busi¬ 
ness  with  respect  to  gas  ranges,  gas  refrigerators,  and  gas 
hot  water  heaters  was  necessarily  magnified  during  the 
period  immediately  following  World  War  13  because  of  the 
almost  complete  discontinuance  of  the  manufacturing  of 
these  appliances  during  the  War.  As  these  particular  appli- 
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ances  are  meeting  competition  from  Electric  ranges,  refrig¬ 
erators  and  hot  water  heaters,  Equitable  Gas  Company 
continues,  and  is  continuing  its  promotion  of  gas  ranges, 
refrigerators,  hot  water  heaters,  in  order  to  obtain  its  share 
of  this  business  and  to  prevent  inroads  by  competitive 
electric  appliances. 

Mr.  Hackney:  For  the  Examiner’s  information,  I  should 
like  to  pass  now  from  the  advertising  department  to  a 
number  of  miscellaneous  questions,  which  we  felt  are  not 
properly  classifiable  under  any  particular  one  of  the  gen¬ 
eral  departments. 

The  Examiner:  Very  well. 

By  Mr.  Hackney: 

Q.  At  page  2007  of  the  transcript  you  were  asked  as  to 
what  work  was  performed  during  1947  by  the  Kate  Depart¬ 
ment,  for  the  trustees  of  Pittsburgh  Motor  Coach  Company 
and  the  trustees  of  Pittsburgh  Railways  Company.  How 
much  work  was  so  performed?  A.  None  was  performed. 

Q.  Also  at  pages  2087  and  2088  of  the  transcript,  you 
[2898]  were  asked  as  to  whether  the  trustees  of  Pittsburgh 
Railways  Company  and  Pittsburgh  Motor  Coach  Company 
have  a  separate  rate  department  of  their  own.  What  are 
the  facts  about  this  matter?  A.  The  trustees  of  Pitts¬ 
burgh  Railways  Company  and  Pittsburgh  Motor  Coach 
Company  have  no  rate  department,  as  such.  Work  in  con¬ 
nection  with  rates  is  handled  by  their  Research  Department 
and  their  Commercial  Department.  I  did  not  believe  that 
upon  segregation  there  would  be  any  need  to  create  a 
separate  rate  department  for  the  transportation  group.  In 
the  event  of  segregation  the  transportation  group  could 
continue  to  look  to  their  research  department  and  their 
commercial  department,  on  questions  relating  to  fares. 

I  might  mention  that  there  has  been  very  little  devia¬ 
tion  from  the  pattern  of  rates  employed  by  these  companies 
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for  many  years.  As  Railways  and  Motor  Coach  fares  do 
not  involve  continuous  study,  the  transportation  group 
needs  no  rate  department  in  the  same  sense  as  does  the 
Duquesne  Light  Company  group  or  the  Gas  group. 

Q.  At  page  2091  of  the  transcript  you  were  asked  as  to 
whether  you  had  made  any  inquiry  to  determine  whether 
maintenance  service  could  be  obtained  after  segregation 
as  economically  by  contract  with  outside  service  stations 
as  by  having  the  independent  groups  of  companies  service 
their  own  fleets.  Have  you  investigated  this  matter?  [2899] 
A.  Yes,  I  have. 

Q.  What  is  your  answer?  A.  It  was  impossible 
within  the  time  available  to  me  to  make  a  detailed  study 
of  the  comparative  costs  of  the  two  methods  of  operation. 
However,  I  found  that  it  is  the  practice  among  a  great 
many  gas  and  electric  utility  companies  to  maintain  their 
own  fleet.  I  have  also  discussed  this  question  with  Mr.  Page, 
the  automotive  manager  of  each  of  the  Companies  in  the 
Philadelphia  Company  System,  and  find  that  in  the  past 
the  experience  of  these  companies  has  been  that  where 
outside  service  has  been  contracted  for  it  has  proven  unsat¬ 
isfactory  in  quality  and  uneconomic  in  cost. 

Q.  In  the  transcript  at  pages  2245  to  2248,  you  were 
cross-examined  at  some  length  as  to  the  nature  of  the 
charges  made  by  the  advertising  department  in  connection 
with  annual  reports  to  stockholders.  Will  you  explain  the 
nature  of  such  charges,  and  what  companies  bear  those 
charges?  A.  The  annual  report  charges  of  the  adver¬ 
tising  department  are  expenses  which  this  department 
incurs  in  connection  with  the  preparation  of  annual  reports 
to  the  stockholders  of  Philadelphia  Company  and  the  annual 
report  to  the  stockholders  of  Duquesne  Light  Company. 

[2900]  These  charges  are  incurred  only  in  connection 
with  the  annual  report  of  those  two  companies  which  are 
the  only  companies  in  the  Philadelphia  Company  system 
having  outside  stockholders  to  whom  printed  published 
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reports  are  sent.  These  particular  expenses  are  incurred 
for  such  work  as  art  work,  covers,  layouts,  photos  and  cuts. 
The  costs  in  each  connection  with  each  such  annual  report 
are  direct  charges  to  the  company  whose  stockholders  re¬ 
ceive  the  report. 

Q.  At  page  2275  of  the  transcript  you  were  asked  as 
to  the  meaning  of  service  bonuses.  Will  you  explain  the 
nature  of  these?  A.  In  years  prior  to  1947  no  service 
bonuses  were  awarded.  However,  as  a  result  of  the  arbi¬ 
tration  award  of  February  8, 1947  these  companies  now  pay 
a  service  bonus  in  the  following  manner : 

Upon  the  attainment  after  January  1,  1947  by  any  em¬ 
ployee  of  20  years’  service,  a  $25  United  States  Savings 
Bond  is  awarded.  Upon  attaining  25  years’  service  a  $50 
bond.  Upon  attaining  30  years’  service  a  $50  bond.  Upon 
attaining  35  years’  service  a  $100  bond.  Upon  attaining  40 
years’  service  a  $100  bond.  Although  it  is  not  mandatory 
by  the  arbitration  award,  these  companies  voluntarily  give 
a  $100  United  States  Saving  Bond  for  each  five  years’ 
service  attained  after  40  years  of  service.  All  of  these 
service  bonuses  are  paid  only  while  the  employee  is  in  active 
service. 

[2901]  Q.  At  page  22S8  of  the  transcript  Mr.  Guttmann 
asked  you  to  explain  the  difference  between  the  directors’ 
expenses  shown  on  page  M-2  and  those  shown  on  page  M-10 
on  Philadelphia  Exhibit  69-2.  Have  you  further  checked 
this  matter?  A.  Yes. 

Q.  What  is  your  answer?  A.  The  directors’  ex¬ 
penses  shown  on  sheet  M-2  in  Philadelphia  Company’s  Ex¬ 
hibit  69-2  covers  those  expenses  incurred  by  the  executive 
department  which  are  limited  merely  to  such  incidental  ex¬ 
penses  as  are  incurred  in  connection  with  the  operation  of 
the  Board  room.  These  expenses  cover  such  items  as 
cigars,  matches  and  occasional  lunches. 

The  item  of  directors’  fees  and  expenses  shown  on  sheet 
M-10  in  Philadelphia  Company’s  Exhibit  69-2  covers  fees 
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and  expenses  for  directors  -which  are  handled  by  the  secre¬ 
tary’s  department.  The  amounts  shown  are  limited  to  di¬ 
rectors’  expenses  except  only  for  $240  which  was  budgeted 
as  fees  for  one  director,  Mr.  A.  E.  Braun,  of  Duquesne 
Light  Company,  and  $40  which  was  budgeted  as  fees  for 
Mr.  James  C.  Chaplin,  a  director  of  Pittsburgh  Railways 
Company.  The  directors  of  Pittsburgh  Railways  Company 
meet  very  infrequently. 

In  connection  with  the  directors’  expenses  of  Philadel¬ 
phia  Company,  it  should  be  noted  that  one  or  two  meetings 
during  the  year  are  held  in  Chicago  and  New  York,  and 
that  four  or  [2902]  five  directors  usually  attend. 

Q.  Are  any  directors’  fees  paid  to  those  directors  who 
are  also  employes  or  officers  of  the  companies  in  the  Phila¬ 
delphia  Company  system?  A.  No  sir,  no  such  fees  are 
paid. 

Q.  At  page  2296  of  the  transcript  you  were  asked  with 
reference  to  page  2  of  2,  sheet  M-17,  of  Philadelphia  Ex¬ 
hibit  69-2  which  shows  a  travel  cost  of  $23,560  for  the  retail 
service  and  rate  department.  Will  you  explain  what  that 
is?  A.  The  item  captioned  “Travel,  automobile”  on 
sheet  M-17,  page  2  of  2,  of  Philadelphia  Company’s  Exhibit 
69-2  is  the  estimated  cost  of  rentals  of  automobiles  from 
Equitable  Auto  Company  or  other  agencies  if  necessary  for 
the  use  of  order  men  and  service  representatives  in  that 
department. 

Q.  At  pages  1883  to  1892  of  the  transcript  mention  was 
made  or  you  were  cross-examined  as  to  insurance.  Will 
you  explain  generally  the  nature  and  extent  of  insurance 
presently  carried  by  the  companies  in  the  Philadelphia 
Company  system  against  accident  claims,  excluding,  how¬ 
ever,  workmen’s  compensation  insurance?  A.  The  situ¬ 
ation  with  respect  to  the  public  liability  insurance  carried 
by  the  companies  may  be  outlined  briefly  as  follows : 

Taking  up  Pittsburgh  Railways  Company  first,  with  re¬ 
spect  to  bodily  injury  by  trolley,  the  company  assumes  all 
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liability  [2903]  up  to  $100,000  and  carries  liability  insur¬ 
ance  on  the  excess  over  $100,000.  With  respect  to  property 
damage  by  trolley  the  company  assumes  all  risk  up  to 
$100,000,  with  liability  insurance  carried  on  tbe  excess  over 
$100,000. 

With  respect  to  bodily  injury  at  carbarns  or  other 
property  of  the  company,  liability  is  assumed  by  the  com¬ 
pany  up  to  $25,000,  with  liability  insurance  on  the  excess 
over  $25,000. 

'With  respect  to  property  damage  by  automotive  equip¬ 
ment  other  than  motor  coaches,  the  company  carries  liability 
insurance  with  respect  to  claims  up  to  $5,000.  The  company 
assumes  the  next  $20,000  of  liability  and  carries  liability 
insurance  on  the  excess  over  $25,000. 

Taking  up  Pittsburgh  Motor  Coach  Company  next,  with 
respect  to  bodily  injury  by  motor  coaches,  the  company 
carries  public  liability  insurance  up  to  $25,000  for  injury 
to  any  one  person,  and  up  to  $250,000  for  injury  resulting 
from  any  one  accident.  For  liability  with  respect  to  injury 
to  any  one  person  the  company  assumes  all  liability  for 
the  excess  over  $25,000.  For  bodily  injury  by  buses  result¬ 
ing  from  any  one  accident,  the  company  assumes  all  liability 
on  the  excess  over  $250,000. 

With  respect  to  property  damage  caused  by  motor 
coaches,  the  company  carries  public  liability  insurance  up 
to  $5,000  and  assumes  all  liability  in  excess  of  $5,000. 

Turning  next  to  Equitable  Gas  Company,  with  respect 
to  1.2904]  public  liability  arising  from  explosions,  Equit¬ 
able  Gas  Company  assumes  all  liability  up  to  $25,000,  with 
public  liability  insurance  being  carried  on  the  excess  over 
$25,000.  With  respect  to  bodily  injury  occuring  at  any  of 
the  properties  of  Equitable  Gas  Company,  the  company 
assumes  all  liability  up  to  $25,000,  with  "public  liability 
insurance  being  carried  on  the  excess  over  $250,000. 
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With  respect  to  property  damage  caused  by  automotive 
equipment,  Equitable  Gas  Company  carries  public  liability 
insurance  covering  the  first  $5,000.  The  company  assumes 
the  next  $20,000  of  liability  and  carries  liability  insurance 
on  the  excess  over  $25,000. 

Turning  next  to  Duquesne  Light  Company,  with  respect 
to  explosions,  Duquesne  Light  Company  assumes  the  first 
$25,000  of  liability  and  carries  public  liability  insurance 
on  the  excess  over  $25,000. 

With  respect  to  liability  arising  from  property  damage 
at  power  station,  vaults,  and  other  property  of  Duquesne 
Light  Company,  the  company  assumes  all  liability  up  to 
$25,000  and  carries  public  liability  insurance  on  the  excess 
over  $25,000. 

"With  respect  to  property  damage  caused  by  automotive 
equipment,  public  liability  insurance  is  carried  on  the  first 
$5,000  of  liability.  The  company  assumes  the  next  $20,000 
of  liability  and  carries  public  liability  insurance  on  that 
part  of  claims  in  excess  of  $25,000. 

[2905]  There  are  numerous  other  forms  of  public 
liability  insurance  carried  by  these  companies.  Examples 
of  this  are  boiler  insurance,  contractor’s  contingent  insur¬ 
ance,  elevator  insurance,  insurance  covering  the  Brunot’s 
Island  launch  and  ferry  operated  by  Duquesne  Light  Com¬ 
pany,  owner’s,  landlord’s  and  tenant’s  insurance,  phy¬ 
sician’s  and  dentist’s  insurance,  including  nurses,  covering 
medical  department  services. 

The  Examiner:  We  will  take  a  recess. 

(Short  recess.) 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  did  you  determine  why  these  companies 
investigate  claims  when  they  have  public  liability  insurance! 
A.  Yes,  I  did. 
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Q.  And  why?  What  is  the  answer?  A.  There  are 
several  reasons  for  this.  In  the  first  place,  investigation  is 
needed  to  keep  down  the  number  of  accident  claims  in  order 
to  get  economical  rates  for  the  insurance  carrier.  More¬ 
over,  economical  rates  can  only  be  obtained  where  the 
insurance  coverage  is  written  with  a  deductible  amount, 
which  is  the  amount  of  liability  which  the  insured  must 
assume  before  insurance  coverage  begins.  As  to  liability 
falling  within  the  deductible  amount,  it  is  obvious  that  in¬ 
vestigation  is  needed.  With  respect  to  the  costs  involved 
in  carrying  insurance  so  that  complete  coverage  is  ob¬ 
tained  against  public  liability  with  no  amounts  deductible, 
[2906]  I  find  that  a  few  years  ago  Duquesne  Light  Com¬ 
pany  considered  the  matter  of  obtaining  complete  liability 
coverage  and  that  they  found  it  would  increase  their  an¬ 
nual  cost  by  approximately  $40,000,  although  the  figure 
was  based  on  rates  prevailing  some  time  ago.  This  amount 
is  far  in  excess  of  their  present  share  of  adjustment  de¬ 
partment  expenses,  plus  the  settlements  made  by  them  last 
year.  Moreover,  since  that  time  the  number  of  employees 
of  Duquesne  Light  Company  has  increased,  so  that  it  is 
probable  that  the  additional  cost  of  obtaining  complete 
liability  coverage  would  be  far  greater  today. 

Q.  Did  you  investigate  to  determine  whether  it  would 
be  less  expensive  for  the  separate  group  of  companies  after 
segregation  to  contract  out  their  investigation  of  claims 
rather  than  to  have  it  performed  by  their  own  employees? 
A.  Yes.  I  considered  this  problem  but  I  made  no  attempt 
to  canvass  the  Pittsburgh  district  to  determine  whether 
there  are  any  Pittsburgh  firms  who  might  undertake  to  do 
adjustment  work  on  a  contract  basis.  I  found  that  Mr. 
Holub,  the  manager  of  the  real  estate  division  of  the  law 
department,  who  handles  insurance  for  these  companies, 
and  Mr.  O’Neill,  the  head  of  the  adjustment  department, 
did  not  know  of  any  agency  offering  such  service.  In  any 
event,  such  a  study  was  beyond  the  scope  of  my  own  study. 
It  is  not  material  to  my  study  to  seek  out  alternative  meth- 
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ods  of  doing  work  or  ascertain  whether  or  not  more  econom¬ 
ical  methods  of  work  might  [2907]  conceivably  exist.  The 
decision  to  investigate  claims  or  carry  out  any  other  activity 
by  means  of  the  company’s  own  employees  is  essentially 
one  for  management  to  decide  and  the  decision  to  conduct 
the  activity  in  one  way  as  distinguished  from  another  can 
as  well  be  made  before  segregation  or  after  segregation. 
I  took  the  companies  as  I  found  them.  I  felt  it  reasonable 
to  believe  that  the  same  considerations  which  led  the  man¬ 
agement  of  the  companies  to  conduct  an  activity  in  a  given 
way  before  segregation  would  cause  them  to  conduct  it  in 
the  same  way  after  segregation,  except,  of  course,  where 
segregation  made  that  impossible.  I  might  add  that  none 
of  the  other  utility  companies  in  the  Pittsburgh  district 
contract  out  their  accident  claims  investigating  work  to 
outside  agencies. 

Q.  Now,  Mr.  Coffman,  on  the  subject  of  rents,  will  you 
explain  how  the  space  rates  of  Equitable  Real  Estate  Com¬ 
pany  are  determined  for  the  Central  Building,  and  can  you 
give  us  the  percentage  rate  on  investment  that  is  utilized 
in  computing  the  rentals  in  this  building?  A.  Space 
rates  of  Equitable  Real  Estate  Company  for  the  central 
office  building  are  designed  to  cover  operating  expenses 
and  provide  net  income  sufficient  to  pay  a  dividend  of 
$120,000  and  a  small  surplus  in  addition,  or  a  return  of  ap¬ 
proximately  5  per  cent  on  the  net  book  value  of  property 
and  equipment,  exclusive  of  working  capital.  The  actual 
investment  [2908]  and  return  for  the  years  1945  and  1946 
were  as  follows : 

1945,  central  building,  $3,202,596 ; 

Central  building  revaluation,  $503,114; 

Organization  expense,  $3,308,  or  a  total  of 
$3,709,018; 

Less  reserve  for  depreciation,  $813,080,  or  a  net 
book  value  of  $2,895,938. 
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The  net  operating  revenue  for  1945  was  $140,322. 

The  per  cent  earned  on  net  book  value  in  1945  was  5.11 
per  cent. 

The  working  capital,  which  was  excluded  in  the  above 
figures,  in  1945  amounted  to  $264,514. 

In  1946  the  figures  were  as  follows: 

Central  building,  $3,203,432 ; 

Central  building  revaluation,  $503,114 ; 

Organization  expense,  $3,308,  making  a  total  of 
$3,709,854; 

Less  reserve  for  depreciation,  $857,633. 

The  net  book  value  in  1946  was  $2,852,221. 

The  net  operating  revenue,  1946,  was  $14S,052. 

The  per  cent  earned  on  net  book  value  in  1946  was  4.92 
per  cent,  and  the  working  capital,  which  was  not  included 
in  the  above  figures,  for  1946  amounted  to  $314,206. 

In  determining  space  rates  for  the  central  office  build¬ 
ing  no  specific  formula  is  used  but  an  effort  is  made  to 
maintain  earnings  as  noted  above.  Careful  attention  is 
given  to  [2909]  prevailing  rates  for  comparable  space  in 
other  buildings  in  the  immediate  vicinity,  with  the  object 
of  setting  rates  for  the  central  building  no  higher  than  and 
generally  lower  than  such  other  space.  Particular  care  is 
exercised  in  this  respect  in  order  to  avoid  the  possibility 
of  criticism  from  regulatory  authorities.  The  annual  square 
foot  rate  in  the  central  office  building  from  1938  to  April 
30,  1946  was  $3.05  on  the  second  to  ninth  floors,  inclusive. 
Since  May  1,  1946  this  rate  is  $3.26.  The  first  floor  rates 
run  higher  than  this  figure  and  the  basement  rates  are 
lower.  I  might  add  that  at  page  2129  of  the  transcript  the 
question  was  raised  whether  any  of  the  companies  in  the 
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Philadelphia  Company  system  rent  space  through  Mr.  Tro- 
haugh.  No  space  is  rented  hv  any  of  these  companies 
through  Mr.  Trohaugh. 

Q.  Can  you  give  the  figures  as  to  the  square  foot  of 
space  actually  occupied  by  meter  readers?  A.  No  desk 
space  is  assigned  to  outside  meter  readers.  Space  occu¬ 
pied  in  the  central  office  building  by  the  chief  meter  reader 
and  meter  book  racks  is  approximately  300  square  feet, 
or  2.7  square  feet  per  meter  reader. 

Q.  Will  you  explain  how  the  space  allotted  for  such 
additional  employees  as  would  be  needed  on  segregation 
compares  with  the  present  actual  requirements?  A. 
In  answer  to  the  question  which  was  raised  concerning 
my  method  of  computing  space  requirements  per  employee, 
[2910]  specifically  with  reference  to  the  amount  of  space 
I  allowed  for  meter  readers  and  billing  machine  operators, 
I  would  like  to  point  out  that  I  made  a  careful  analysis  of 
working  space  requirements,  except  storage  space,  for  the 
various  divisions  and  classes  of  employees  in  the  Account¬ 
ing  Department.  This  analysis  shows  actual  working  space 
requirements  per  employee  varying  from  2.7  square  feet 
for  meter  readers,  to  192.6  square  feet  in  the  Comptroller’s 
Division.  Billing  machine  operators  average  37.3  square 
feet  and  bookkeepers  from  40  to  80.2  square  feet. 

In  my  study  I  have  used  an  over-all  average  space 
requirement  per  employee,  including  the  meter  readers,  but 
also  including  storage  space,  of  90.7  square  feet. 

In  support  of  this  approach,  aside  from  the  fact  that  it 
gives  the  final  answer  very  close  to  that  obtained  by  a  much 
more  detailed  study,  it  should  be  noted  that  the  personnel 
which  we  provide  in  segregation  do  not  include  any  in¬ 
creases  in  the  number  of  bookkeepers  and  billing  machine 
operators,  each  of  whom  at  present  occupies  relatively  little 
space.  In  short,  the  classes  of  personnel  whom  we  do  in¬ 
crease  in  segregation  are  all  in  the  groups  occupying  rela¬ 
tively  larger  amounts  of  space  with  the  exception,  of  course, 
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of  meter  readers.  Our  detailed  analysis,  which  was  made 
in  this  two- weeks’  recess,  of  space  requirements  in  the 
accounting  department  shows  the  following  requirements 
in  segregation,  [2911]  compared  with  the  results  obtained 
by  my  original  method,  as  shown  on  Schedule  3-L  of  the 
Philadelphia  Company’s  Exhibit  68-2. 

On  a  more  detailed  basis  the  working  space  in  square 
feet,  present,  5S,242 ; 

Segregated  basis,  62,452 ; 

Increase,  4,210  square  feet. 

Detailed  method  storage  space,  present  9,850; 

Segregated,  17,720; 

Increase  7,S70  square  feet. 

The  total  square  footage  by  this  detailed  method  is, 

Present,  6S,092  square  feet; 

Segregated,  SO, 172  square  feet; 

Increase,  12,0S0  square  feet. 

The  figures  which  are  shown  in  3-L  in  Philadelphia  Com¬ 
pany’s  Exhibit  6S-2  on  the  present  basis  show  68,091  square 
feet,  which  compares  with  my  detailed  analysis  recently 
made,  of  6S,090  square  feet. 

On  the  segregated  basis,  on  my  schedule  L  in  Phila¬ 
delphia  Company’s  Exhibit  68-2  the  figures  76,250  square 
feet  on  a  segregated  basis,  compare  with  my  detailed  analy¬ 
sis  figure  of  SO, 172  square  feet. 

It  can  be  seen  that  in  regard  to  present  basis  there  was 
no  difference  in  the  figures,  except  1  square  foot.  Under 
segregated  basis  there  is  a  difference  of  a  little  [2912]  over 
3,700  square  feet,  the  figure  used  in  my  original  study  being 
lower  than  the  detailed  analysis  by  that  amount  of  square 
footage. 
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Coining  to  the  rental  cost,  on  the  detailed  method,  pres¬ 
ent  basis,  the  cost  is  $144,399.  The  figure  that  I  show  in 
Schedule  3-L  of  Philadelphia  Company’s  Exhibit  68-2  is 
$144,280,  a  very  small  difference. 

On  the  segregated  basis  the  detailed  method  shows  a 
cost  of  $164,724,  the  figure  that  I  show  in  Schedule  3-L  of 
Philadelphia  Company  Exhibit  68-2  is  $162,422.  In  other 
words,  the  figure  shown  in  my  schedule  is  about  $2,300  less. 

[2913]  Q.  In  your  cross-examination,  a  question  was 
raised  about  the  costs  of  the  photostat  division.  Will  you 
please  explain  the  method  of  handling  the  costs  of  the 
photostat  division  of  the  secretary’s  department  and  ex¬ 
plain  the  apparent  discrepancy  in  costs  discussed  at  Pages 
2050  to  2053  of  the  transcript  f  A.  All  expenses  incurred 
in  connection  with  the  operation  and  maintenance  of  the 
photostat  division  in  the  basement  of  the  Central  Build¬ 
ing  are  charged  to  Duquesne  Light  Company  for  clearing 
Account  Q-910.  Such  items  of  expense  include  salaries, 
rent,  light,  heat,  janitor  service,  photostat  paper,  chemicals, 
electricity  for  operating  the  photostat  machines,  and  so 
forth.  Duquesne  Light  Company  clearing  account  is  used 
as  a  convenient  way  to  make  equitable  distribution  to  the 
companies  involved  of  the  costs  which  have  accumulated. 
This  account  is  cleared  at  the  end  of  each  month  by  dis¬ 
tributing  the  photostat  charges  on  a  pro  rata  rated  basis 
using  the  percentage  of  18  by  24-inch  paper  used  by  the 
respective  companies  to  the  total  of  such  paper  used  during 
the  month.  The  procedure  for  handling  photostats  and  for 
clearing  account  Q-910  is  as  follows : 

Companies  or  departments  requiring  photostats  fill  out 
a  standard  company  order  form  G-23-1710,  on  which  the 
size  and  number  of  photostats  desired  and  other  instruc¬ 
tions  are  indicated.  The  department  requiring  the  photo¬ 
stats  indicates  the  company  and  account  number  to  be 
charged.  The  head  of  the  [2914]  photostat  division  indi- 
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cates  to  the  nearest  quarter  of  a  sheet  on  this  form  the 
number  of  18  by  24-inch  sheets  required  to  fill  the  order. 
This  form  is  then  sent  to  the  secretary’s  office,  where  these 
forms  are  accumulated  by  company  and  account  number. 
The  percentages  of  sheets  used  by  each  company  to  the 
total  used  are  determined  each  month  according  to  com¬ 
pany  and  account.  This  information  is  then  sent  to  the 
disbursement  division  of  the  accounting  department,  where 
it  is  used  to  clear  the  Q-910  account.  This  account  is 
cleared  completely  each  month.  There  is  no  profit  or  loss 
for  Duquesne  Light  Company. 

Q.  Can  you  tell  us  anything  of  the  per  unit  cost  of 
photostating  done  by  the  photostat  division,  and  have  you 
compared  this  with  the  cost  of  using  outside  photostating 
facilities?  A.  The  average  cost  per  unit,  that  is,  the 
IS  by  24-inch  sheet,  for  the  year  1946,  was  41  cents.  One 
of  my  men  contacted  three  representative  suppliers  of 
photostats  in  Pittsburgh,  namely,  the  A.  H.  Mathias  &  Com¬ 
pany,  319  Fifth  Avenue,  Pittsburgh,  Pennsylvania;  the 
B.  K.  Elliott  Company,  126  Sixth  Avenue,  Pittsburgh, 
Pennsylvania,  and  the  Pitt  Photo-Litho  Company,  327  Fifth 
Avenue,  Pittsburgh,  Pennsylvania,  and  learned  that  each 
of  these  three  companies  charged  $1.15  for  the  first  black 
copy  of  an  18  by  24-inch  photo  and  $1.15  for  the  first  white 
copy,  additional  copies  costing  95  cents.  [2915]  In  large 
amounts  a  quantity  price  of  81  cents  per  sheet  of  this  size 
is  charged  by  each  of  these  three  companies. 

Q.  Mr.  Coffman,  at  Page  2042  of  the  transcript,  you 
were  asked  about  the  nature  of  work  performed  by  the 
secretary’s  department  for  the  various  street  railway  un¬ 
derlies.  Can  you  clarify  this?  A.  Mr.  Washabaugh, 
the  secretary  of  Philadelphia  Company,  is  also  secretary 
of  all  the  street  railways  underliers  owned  or  controlled 
by  Pittsburgh  Railways  Company  or  Philadelphia  Com¬ 
pany  through  stock  ownership.  In  such  capacity,  Mr. 
Washabaugh  keeps  all  the  corporate  records  of  these  under- 
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lier  companies  and  keeps  the  records  of  all  the  franchises 
involved.  Mr.  Washabaugh  is  assistant  secretary  of  Pitts¬ 
burgh  Railways  Company  and  Pittsburgh  Motor  Coach 
Company.  The  trustees  have  not  appointed  a  secretary 
of  these  two  companies.  He  is  also  record  agent  for  the 
trustees  for  these  two  companies.  In  the  capacity  of  record 
agent  he  is  in  charge  of  the  minute  books,  by-laws,  charters, 
franchises,  and  street  railways  abandonment  agreements. 
Mr.  McKinnis  is  assistant  record  agent. 

Q.  Mr.  Coffman,  does  that  comprise  all  the  questions 
which  were  asked  on  cross-examination  which  you  have 
been  able  to  answer  in  the  two  weeks’  recess  since  the  last 
hearings  f  A.  Yes,  sir,  that  is  correct.  Spending  a  great 
amount  of  time,  both  day  and  night  and  week-ends,  on  this 
matter  in  the  past  two  weeks,  those  were  all  of  the  questions 
that  I  [2916]  could  get  the  answers  for. 

Mr.  Hackney:  I  want  the  record  to  again  show  that 
these  respondents,  if  given  sufficient  time  by  the  Commis¬ 
sion,  are  ready  and  willing  and  anxious  to  answer  every 
question  which  has  been  propounded  to  this  witness,  or  to 
any  other  officer  or  representative  of  the  company,  during 
the  cross-examination  or  otherwise.  We  are  anxious  and 
desirous  to  have  all  of  the  facts  spread  upon  the  record  of 
this  proceeding,  including  any  facts  which  the  staff  or 
anyone  else  deems  relevant  or  pertinent. 

Mr.  Guttmann:  In  view  of  the  nature  of  Mr.  Hackney’s 
statement,  I  think  the  record  should  also  show  that  about 
two  weeks  ago  the  respondents’  counsel  appeared  before 
the  Commission,  specifically  before  Commissioner  Hanra- 
han,  who  had  delegated  to  him  the  detail  of  hearing  an 
application  for  a  two-week  continuance,  and  at  that  time 
the  continuance  was  granted  upon  their  specific  statement 
that  there  would  be  absolutely  no  further  request  for  any 
continuance,  nor  any  need  for  any  that  they  could  foresee. 

Mr.  Hackney:  And  that  is  the  very  reason  I  am  making 
the  statement,  because  we  are  in  no  position  to  request  a 
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continuance  or  an  adjournment,  and  I  want  the  record  to 
show  that  we  are  very  willing  and  anxious,  although  we 
are  not  demanding  or  requesting  an  adjournment. 

By  Mr.  Hackney: 

Q.  Xow,  Mr.  Coffman,  will  you  explain  the  realignment 
of  [2917]  the  various  companies  in  the  Philadelphia  Com¬ 
pany  system  which  you  envisaged  would  result  from  segre¬ 
gation?  A.  I  visualized  the  realignment  of  the  various 
companies  into  four  groups,  namely,  electric,  gas,  trans¬ 
portation  and  auxiliary.  The  electric  group,  which  would 
continue  to  he  owned  by  Philadelphia  Company,  would 
include  Duquesne  Light  Company,  Allegheny  County 
Steam  Heating  Company,  Cheswick  and  Harmar  Railroad 
Company.  The  gas  group  would  include  Equitable  Gas 
Company,  Pittsburgh  and  West  Virginia  Gas  Company, 
Kentucky  West  Virginia  Gas  Company,  Philadelphia  Oil 
Company,  and  Finleyville  Oil  &  Gas  Company.  As  I 
visualized  the  gas  group,  I  believed  one  of  the  major  com¬ 
panies  would  become  a  holding  company  in  order  to  bind 
the  group  into  a  common  and  integrated  group.  Which 
company  would  he  the  holding  company  is  immaterial  so 
far  as  my  study  is  concerned.  It  might  be  Pittsburgh  and 
West  Virginia  Gas  Company,  which  is  now  a  registered 
holding  company,  or  it  might  be  one  of  the  other  existing 
companies.  The  transportation  group  would  include  Pitts¬ 
burgh  Railways  Company  and  its  underlier  companies, 
including  the  Pittsburgh  Motor  Coach  Company.  The 
auxiliary  group  would  consist  of  Equitable  Keal  Estate 
Company,  which  would  continue  to  be  owned  by  Philadel¬ 
phia  Company. 

[2918]  Q.  Did  you  consider  the  fact  that  a  program  is 
now  being  considered  for  the  simplification  and  unification 
of  the  Railways  Company’s  corporate  structure?  A. 
Yes,  I  considered  that  matter,  hut  the  matter  is  in  the  hands 
of  the  courts.  Furthermore,  and  this  is  to  my  mind  the 
most  compelling  consideration,  any  reduction  in  the  work 
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load  of  the  general  department  employees  resulting  from 
corporate  simplification  of  the  Pittsburgh  Railways  system 
would  affect  present  operations  or  segregated  operations 
with  equal  force.  Therefore,  consideration  given  to  such 
a  reduction  in  work  load,  if  any,  as  a  part  of  result  of 
segregation,  would  be  completely  illogical  and  produce  an 
erroneous  understatement  of  the  additional  cost  due  to 
segregation. 

Q.  Did  you  similarly  consider  the  fact  that  Philadelphia 
Company  is  planning  the  elimination  of  Finleyville  Oil  & 
Gas  Company  and  Philadelphia  Oil  Company,  which  you 
have  included  in  the  gas  group!  A.  Yes,  I  did,  and  for 
the  same  reasons  which  applied  to  the  Railways  simplifica¬ 
tion  plans  I  concluded  that  any  reduction  in  work  load  due 
to  the  elimination  of  these  two  companies  would  affect  the 
present  operations  or  the  segregated  operations  with  equal 
force,  and  hence  should  not  be  taken  into  consideration  in 
my  study. 

Q.  Did  you  in  any  other  way  limit  the  scope  of  your 
study  of  the  loss  of  economies  which  would  result  from 
[2919]  segregation?  A.  I  did  not  limit  the  scope  of  my 
investigation  of  the  facts,  hut  I  did  very  definitely  limit  the 
compilation  of  such  facts  and  figures  to  those  which  in  my 
judgment  were  of  sufficient  importance  to  be  recorded  and 
which  could  be  compiled  ■with  a  reasonable  degree  of  com¬ 
pleteness  and  accuracy  in  the  length  of  time  at  my  disposal. 

There  were  a  number  of  additional  questions  which 
could  have  been  answered  definitively  if  time  had  permit¬ 
ted  a  study  of  the  facts  to  be  made.  I  am  thinking  of  the 
increased  cost  of  purchasing  materials  and  supplies  due  to 
reductions  in  quantity  discounts,  the  added  cost  of  depreci¬ 
ation  arising  from  additional  investment  in  desks,  chairs, 
filing  equipment  and  automotive  fleets,  to  say  nothing  of  the 
added  investment  itself,  the  interest  cost  of  such  invest¬ 
ment,  the  increased  insurance  cost,  and  the  cost  of  the  phys¬ 
ical  segregation  of  the  general  department  employees  which 
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would  include  the  reassignment  of  space,  the  cost  of  altera¬ 
tions  of  partitions,  wiring  and  telephones,  and  the  cost  of 
moving  hundreds  of  desks,  chairs,  files  and  office  machines 
from  present  to  new  locations.  There  is  no  question  in  my 
mind  but  that  proper  consideration  of  these  items  would 
have  increased  substantially  the  total  cost  due  to  segrega¬ 
tion,  but  I  have  not  included  these  in  my  study  because 
time  did  not  permit  me  to  make  the  necessary  study. 

Q.  Will  you  outline  the  fundamental  or  basic  approach 
[2920]  which  you  used  in  your  study? 

[Objection  by  Commission  counsel  overruled.] 

A.  I  considered  the  number  of  employees  and  the  payroll 
cost  necessary  to  operate  the  general  departments  and 
Equitable  Auto  Company,  based  on  the  January,  1947  pay¬ 
rolls.  I  considered  the  effect  upon  the  number  of  employees 
and  the  payroll  cost  which  would  result  from  the  segrega¬ 
tion  of  each  department.  Using  the  increase  in  number  of 
employees  and  in  payroll  cost,  I  determined  the  increase 
in  cost  of  social  security,  annuities,  hospitalization,  group 
life  insurance,  and  other  costs  directly  related  to  employees 
and  payroll.  Using  increase  in  number  of  employees,  I  de¬ 
termined  the  increase  in  rental  cost.  I  deter-  [2921]  mined 
the  number  and  types  of  office  equipment  which  would  be 
added  and  applied  the  contract  rates  to  arrive  at  the  in¬ 
crease  in  cost  of  maintaining  office  equipment.  Finally,  I 
considered  certain  explicit  items  which  would  in  my  judg¬ 
ment  be  affected  by  segregation  for  various  specific  reasons, 
and  by  exercising  my  judgment  arrived  at  the  increase  in 
such  costs  which  would  result  from  segregation. 

Q.  You  have  stated  that  you  used  the  January,  1947 
payroll  as  the  basis  for  your  determination  of  the  number 
of  employees  and  payroll  cost  necessary  to  operate  the  gen¬ 
eral  departments  and  Equitable  Auto  Company.  Will  you 
again  briefly  explain  that  proceedure  which  you  followed? 
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Mr.  Guttmann:  I  object.  It  is  obvious  from  the  previ¬ 
ous  answer. 

The  Examiner:  I  think  that  is  purely  a  duplication. 

Mr.  Hackney:  The  question  was  so  exhaustively  gone 
into  in  cross-examination  and  there  were  such  leading  ques¬ 
tions  asked  of  this  witness,  that  we  think  it  is  important. 

The  Examiner:  If  he  wants  to  now  explain  any  answers 
that  he  gave  on  cross-examination,  or  supplement  them,  I 
will  hear  him. 

Mr.  Hackney:  Then  we  will  have  to  go  through  almost 
literally  hundreds  of  pages  of  this  testimony,  having  him 
explain  this  answer  and  that  answer  and  the  other  answer. 

The  Examiner:  I  will  sustain  the  objection  to  the  pend¬ 
ing  [2922]  question. 

Mr.  Hackney:  Of  course,  with  an  exception? 

The  Examiner:  Note  an  exception. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  do  you  have  any  further  comments  as 
to  the  soundness  of  your  use  of  the  January,  1947  payroll 
figures  ? 

Mr.  Guttmann:  I  think  that  is  improper  in  redirect 
examination. 

Mr.  Hackney:  It  was  gone  into  at  great  length  as  to 
the  soundness  of  the  use  of  the  1947  figures. 

The  Examiner:  I  think  it  is  well  covered  in  the  direct 
and  cross.  If  he  wants  to  add  something  new,  I  will  hear 
him. 

Suppose  you  look  at  your  notes  for  a  minute  and  if  you 
have  anything  new  to  add,  I  will  hear  you.  If  you  have 
anything  to  explain  in  any  of  your  prior  answers  or  any 
new  factor  that  you  have  thought  of  in  the  last  two  weeks, 
I  will  hear  you. 
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Suppose  we  take  a  recess  for  five  minutes  while  the  wit¬ 
ness  goes  through  his  notes. 

(Recess  taken.) 

The  Examiner:  Do  you  have  something  you  would  like 
to  add? 

The  Witness:  Yes,  I  think  I  have  some  material  that 
is  new  that  I  would  like  to  add. 

The  Examiner .-  All  right. 

The  Witness:  On  the  redirect  I  have  already  given 
certain  figures  for  payroll  for  general  departments  for 
1946  and  for  [2923]  April,  1947,  but  I  have  some  additional 
figures  which  I  think  are  important  and  helpful.  Compar¬ 
ing  those  figures  with  those  for  January,  1947,  it  appears 
that  the  average  number  of  persons  employed  in  the  gen¬ 
eral  departments  during  1946  was  1375,  exclusive  of  gen¬ 
eral  officers  and  junior  officers,  the  number  of  which  was 
practically  unchanged  from  month  to  month.  In  January, 
1947,  the  comparable  number  of  employees  was  1380.  The 
number  used  in  my  study  was  1373,  since  I  eliminated  some 
temporary  employees.  In  April,  1947,  the  figure  was  1369, 
and  in  May,  1947,  it  was  1372. 

The  employee  record  of  Equitable  Auto  Company  is 
somewhat  different  because  the  operating  force  there  was 
very  shorthanded  in  the  early  months  of  1946,  and  was 
working  on  a  48-hour  week  to  compensate  for  that  condi¬ 
tion.  Also,  more  cars  and  trucks  have  been  added  to  the 
fleet  to  be  serviced  and  maintained.  In  1946,  this  group 
of  employees  increased  from  210  in  January  to  241  in  De¬ 
cember,  and  the  average  was  229.  In  January,  1947,  there 
were  241.  I  used  243,  a  judgment  figure  formed  after  dis¬ 
cussions  of  personnel  requirements  with  Mr.  S.  G.  Page, 
the  general  superintendent  of  the  auto  company.  By  April 
the  number  of  auto  company  employees  had  reached  252 
and  in  May  the  figure  was  248. 
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Putting  these  figures  together,  the  average  for  1946  was 
1604;  the  January,  1947  figure  was  1621.  The  figure  I 
used  based  on  January  was  1616.  The  April,  1947  total 
was  1621,  and  [2924]  the  May  figure  was  1620. 

It  is  quite  apparent  to  me  from  the  figure  I  have  men¬ 
tioned  that  while  the  number  of  employees  in  any  one 
department  or  division  of  a  department  may  vary  from 
month  to  month,  the  total  number  of  employees  remains 
practically  constant  and  therefore  so  far  as  the  number  of 
employees  in  each  department  and  the  straight-time  pay¬ 
roll  cost  of  each  department,  based  on  the  number  and 
classes  of  such  employees,  is  concerned,  a  single  month  is 
a  reliable  guide  and  my  use  of  January,  1947  as  a  guide 
could  not  produce  any  serious  distortion  of  either  the  num¬ 
ber  of  employees  or  the  straight  payroll  cost  thereof. 

Mr.  Hackney:  If  the  Examiner  pleases,  in  the  light  of 
the  objections  which  have  been  made  to  my  questions  and 
the  Examiner’s  ruling,  I  think  I  should  make  an  offer  of 
proof. 

The  Examiner:  Very  well. 

Mr.  Hackney:  In  the  light  of  the  extended  cross-ex¬ 
amination  by  the  Commission’s  staff  as  to  the  methods 
and  procedures  used  by  the  witness  in  his  studies,  I  now 
offer  to  have  the  witness  state  in  a  succinct  and  condensed 
form  the  basic  consideration  which  underlie  his  method  of 
determining  increased  costs  resulting  from  segregation.  I 
make  this  offer  because  it  can  be  put  into  the  record  in  20 
to  30-minutes  time  and  would  greatly  facilitate  the  use  of 
this  voluminous  record  by  all  interested  parties  as  well  as 
the  Commission  and  the  Courts. 

The  Examiner:  I  would  suggest  in  connection  with 
your  [2925]  offer  of  proof  that  the  witness  turn  over  the 
sheets  to  the  reporter  and  take  it  in  as  a  part  of  the  offer. 

Mr.  Hackney:  Very  well. 
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The  Examiner:  In  that  way  the  Commission  will  have 
the  whole  thing  before  it.  Is  that  agreeable? 

Mr.  Hackney:  That  is  quite  agreeable.  Suppose  I  sup¬ 
ply  to  the  reporter  this  afternoon  the  text  of  what  I  think 
the  witness  would  testify  to  and  incorporate  that  as  part 
of  my  offer  of  proof? 

The  Examiner:  Is  there  any  objection  to  that? 

Mr.  Guttmann:  No  objection  to  that  procedure. 

The  Examiner :  All  right.  You  may  do  that.  As  part  of 
the  offer  of  proof,  the  record  will  take  in  sheets  that  are  to 
be  supplied  to  the  reporter  this  afternoon. 

Mr.  Hackney:  More  specifically,  I  offer  to  prove  by  the 
witness  on  the  stand  that  he  considered  the  number  of  em¬ 
ployees  and  the  payroll  cost  necessary  to  operate  the  gen¬ 
eral  departments  and  Equitable  Auto  Company  based  on 
the  January,  1947  payrolls;  that  he  considered  the  effect 
upon  the  number  of  employees  and  the  payroll  cost  which 
would  result  from  the  segregation  of  each  department. 
Using  the  increase  in  number  of  employees  and  in  payroll 
cost  he  determined  the  increase  in  cost  of  social  security, 
annuities,  hospitalization,  group  life  insurance,  and  other 
costs  directly  related  to  employees  and  payroll.  Using  the 
increase  in  number  of  employees  he  determined  the  [2926] 
increase  in  rental  cost.  He  then  determined  the  number 
and  types  of  office  equipment  which  would  be  added  and 
applied  the  contract  rates  to  arrive  at  the  increase  in  cost 
of  maintaining  office  equipment.  Finally,  he  considered 
certain  explicit  items  which  would  in  his  judgment  be  af¬ 
fected  by  segregation  for  various  specific  reasons  and  by 
exercising  his  judgment  arrived  at  the  increase  in  such 
costs  which  would  result  from  segregation. 

That  in  connection  with  his  use  of  the  January,  1947 
payroll  as  the  basis  for  his  determination  of  the  number 
of  employees  and  the  payroll  cost  necessary  to  operate  the 
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general  departments  and  Equitable  Auto  Company,  be  listed 
the  name  of  every  employee  on  the  payroll  of  the  general 
departments  and  Equitable  Auto  Company  at  the  end  of 
January,  1947,  his  payroll  title,  and  the  rate  of  pay  which 
he  received  in  that  month.  He  conferred  with  the  depart¬ 
ment  heads  on  the  subject  of  personnel  with  particular  at¬ 
tention  to  vacancies  existing  in  the  department  or  retire¬ 
ments  which  would  take  place  in  the  immediate  future.  On 
the  basis  of  the  information  so  obtained  he  made  certain 
adjustments  in  the  number  and  payroll  classifications  of 
the  employees  listed  in  each  department. 

He  then  determined  the  monthly  pay  rate  of  each  em¬ 
ployee  in  each  department  using  the  full  monthly  rate  for 
every  salaried  employee  and  a  calculated  monthly  rate  for 
each  employee  who  is  paid  on  an  hourly  basis.  With  respect 
to  these  [2927]  employees  he  determined  that,  on  the  aver¬ 
age,  throughout  the  year  such  employees  would  work  21 
days  per  month  eight  hours  per  day  or  168  hours  per  month. 
He  made  no  other  adjustments  to  these  straight-time  pay¬ 
roll  figures  in  arriving  at  the  calculated  monthly  payroll 
cost  shown  on  Philadelphia  Exhibit  62-1  and  in  Philadelphia 
Exhibit  62-2  the  work  papers  supporting  Philadelphia  Ex¬ 
hibit  62-1. 

He  determined  the  amount  of  increase  in  monthly  pay 
which  applied  to  each  employee  and  which  was  included 
either  in  the  retroactive  labor  arbitration  award  of  Febru¬ 
ary  8, 1947,  or  in  the  voluntary  increases  which  were  granted 
to  employees  who  were  not  covered  by  the  award.  He  added 
this  increase  in  pay  to  each  employee’s  monthly  rate  ar¬ 
riving  by  this  process  at  the  new,  increased,  straight-time 
payroll  cost  for  operating  each  general  department  and 
Equitable  Auto  Company. 

He  then  carried  this  monthly  payroll  cost  into  Phila¬ 
delphia  Exhibit  63-2.  He  annualized  the  payroll  cost  for 
each  employee  as  a  preliminary  step  to  the  allocation  of 
payroll  cost  to  the  various  groups  of  companies,  to  Equita- 
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ble  Auto  Company,  to  Equitable  Eeal  Estate  Company,  and 
to  Philadelphia  Company.  The  total  of  this  payroll  cost 
annualized,  employee  by  employee  in  each  department,  is 
the  amount  which  appears  on  Philadelphia  Exhibit  62-1  in 
the  fourth  column  headed  “Estimated  Annual  Payroll — 
Straight  Time.” 

With  reference  to  the  soundness  of  the  use  of  the  Janu¬ 
ary,  [292S]  1947  payroll  figures,  he  used  the  January,  1947 
payroll  figures  because  (1)  it  was  the  latest  complete  month 
available  to  him  at  the  time  that  his  work  was  commenced, 
and  he  wanted  his  study  to  reflect  the  conditions  as  they 
existed  at  that  time  and  as  they  would  probably  exist  for 
some  time  in  the  future — not  as  they  had  existed  in  1946 
or  1945. 

(2)  He  believed  that  the  nature  of  the  operations  of  the 
general  departments  was,  on  the  whole,  such  that  any  month 
used  would  be  equally  satisfactory,  because  these  general 
departments  do  not  experience  violent  changes  in  the  num¬ 
ber  of  personnel  employed  from  month  to  month. 

That  his  determination  of  overtime  pay  was  based  upon 
the  actual  1946  experience  of  the  various  general  depart¬ 
ments  and  Equitable  Auto  Company.  He  determined  the 
amount  of  straight-time  pay  received  in  each  department 
and  division  of  each  department  and  the  amount  of  over¬ 
time  pay  received.  He  determined  the  percentage  of  over¬ 
time  pay  to  straight-time  pay  and  used  that  information 
in  arriving  at  a  judgment  figure  as  to  the  amount  of  over¬ 
time  pay  that  would  be  received  in  1947. 

That  the  method  he  used  to  determine  the  payroll  cost 
of  present  operations  to  each  of  the  groups  of  companies, 
to  Equitable  Beal  Estate  Company  and  to  Philadelphia 
Company  was  the  method  presently  employed  by  the  Pay¬ 
roll  Division  of  the  Accounting  Department.  He  distributed 
the  payroll  cost  of  each  employee  in  accordance  with  the 
instructions  issued  to  the  [2929]  Payroll  Division  by  each 
department  head. 
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In  cases  where  time  sheets  are  used  he  considered  the 
actual  1946  experience  and  either  used  the  1946  percentages 
or  exercised  his  judgment  as  to  what  the  distribution  of 
salaries  and  wages  should  he  under  the  conditions  which 
he  expected  to  exist  in  1947.  That  both  the  use  of  the 
1946  percentages  and  the  use  of  other  percentages  are 
equally  exercises  of  judgment  on  his  part  because  he  con¬ 
cluded  either  that  the  1946  experience  was  a  reliable  and 
normal  experience  or  that  it  was  not.  In  either  case  he 
used  the  1946  experience  as  a  guide  and  accepted  or  rejected 
the  1946  percentages  on  the  basis  of  his  judgment  as  to  the 
distribution  of  the  work  load  among  the  companies,  a  pro¬ 
cedure  which  he  believed  was  sound  and  logical.  That  the 
instructions  issued  by  the  department  heads,  referred  to 
by  him,  provided  for  charges  to  Equitable  Auto  Company. 

That  in  his  study  he  eliminated  Equitable  Auto  Com¬ 
pany,  the  manner  of  eliminating  the  payroll  charges  against 
the  Equitable  Auto  Company  being  as  follows : 

Since  the  Equitable  Auto  Company  now  renders  services 
to  practically  all  the  companies  and  generally  charges  for 
those  services  on  the  basis  of  the  amount  of  such  service 
rendered  as  represented  by  the  number  of  cars  owned  by 
the  customer  companies  or  rented  from  the  Equitable  Auto 
Company  and  by  the  mileage  actually  operated,  or  as  in 
the  case  of  the  Motor  Coach  Company,  for  actual  payroll 
and  other  costs  incurred  on  behalf  [2930]  of  the  customer 
company,  it  was  his  judgment  that  the  actual  1946  revenues 
of  Equitable  Auto  Company  represented  the  best  obtain¬ 
able  measure  of  the  respective  amounts  of  service  rendered 
by  the  Auto  Company  to  each  of  its  customer  companies. 
He  concluded  further  that,  since  each  of  the  new  groups 
would  have  to  furnish  itself  a  corresponding  amount  of  ser¬ 
vice,  each  would  have  to  absorb  a  corresponding  propor¬ 
tion  of  the  salary  charges  for  the  work  performed  in  each 
of  these  general  departments  for  the  Auto  Company.  There¬ 
fore,  he  redistributed  among  the  three  groups  and  Equi¬ 
table  Keal  Estate  and  Philadelphia  Company  their  respec- 
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tive  shares  of  the  Equitable  Auto  Company  payroll  accord¬ 
ing  to  the  percentage  of  Auto  Company  revenue  which  each 
had  paid  in  1946. 

That  the  redistribution  of  salaries  and  wages  charged 
to  the  Auto  Company  completed  his  determination  of  the 
present  payroll  cost  to  the  different  groups  and  to  Equi¬ 
table  Real  Estate  Company  and  Philadelphia  Company  of 
the  operations  of  the  general  departments  and  of  the  Equi¬ 
table  Auto  Company. 

That  the  principles  considered  by  him  in  setting  up  the 
staffs  for  the  segregated  groups  which  are  shown  in  Phila¬ 
delphia  Exhibits  65-1  and  65-2  were  as  follows:  He  con¬ 
sidered  many  things  in  determining  the  full  complement 
of!  employees,  their  rates  of  pay,  and  the  total  payroll  cost 
of  each  department  and  each  division  of  each  department 
which  were,  in  his  judgment,  necessary  to  take  care  of  the 
work  necessary  to  be  done  for  [2931]  each  of  the  new 
groups  by  these  new  segregated  departments  and  divisions 
of  departments.  He  considered  the  present  distribution  of 
the  work  load  as  measured  by  the  present  distribution  of 
payroll.  He  considered  the  loss  inflexibility  which  always 
results  from  the  splitting  of  one  large  group  engaged  in 
similar  work  into  several  smaller  groups  wholly  divorced 
from  each  other.  He  considered  the  comparative  com¬ 
plexity  of  the  work  necessary  to  be  done  by  each  of  the 
segregated  groups.  He  considered  the  extent  and  need  of 
supervision  and  the  realities  of  the  existing  situation  as 
to  the  status  of  employees  and  supervisors  with  reference 
to  freedom  of  judgment  and  responsibility  in  the  formu¬ 
lation  of  policy.  In  many  instances  other  factors  also  were 
weighed  which  bore  particularly  on  the  department  or 
employee  group  then  being  considered. 

That  the  methods  applied  by  him  in  determining  the 
increase  in  cost  of  social  security,  annuities,  hospitalization 
and  group  life  insurance  as  shown  in  Philadelphia  Exhibits 
67-1  and  67-2  were  as  follows: 
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Since  each  of  the  items  covered  in  these  exhibits  is  af¬ 
fected  by  both  the  number  of  employees  and  the  payroll  for 
each  employee,  he  used  the  average  payroll  per  employee 
and  applied  formulas  to  such  average  payroll  to  determine 
the  cost  of  each  of  these  items  on  the  segregated  basis,  and 
the  increase  due  to  segregation.  He  deducted  the  increase 
due  to  segregation  from  the  total  segregated  cost  to  arrive 
at  the  total  present  cost  which  [2932]  he  then  distributed 
to  the  three  groups  and  two  separate  companies  in  ac¬ 
cordance  with  the  distribution  of  present  payroll  cost  set 
forth  in  Philadelphia  Exhibit  66-2.  So  far  as  his  study 
was  concerned  the  only  figure  that  was  important  was  the 
increase  in  cost  due  to  segregation  which  is  shown  on  Phila¬ 
delphia  Exhibit  67-1  to  be  $48,696  for  these  four  items. 

As  to  Philadelphia  Exhibits  68-1  and  68-2,  the  factors 
considered  and  the  methods  used  in  determining  the  in¬ 
crease  in  space  and  rental,  are  as  follows : 

He  decided  that  the  most  reasonable  approach  to  this 
determination  was  to  use  the  actual  space  now  occupied, 
the  present  average  rental  cost,  and  the  number  of  em¬ 
ployees  in  each  department.  By  determining  the  average 
number  of  square  feet  per  employee  now  occupied  by  each 
department  and  the  average  rental  per  square  foot  presently 
paid  by  each  department  and  applying  these  figures  to  the 
segregated  number  of  employees  and  to  the  segregated 
square  feet  of  space  required  he  had,  in  a  sense,  expanded 
the  various  classes  of  space  now  used  by  each  department 
at  the  present  rates  for  such  space  without  changing  in  any 
important  respect  the  character  of  the  space  used,  the 
location  of  the  personnel,  or  the  rental  cost  for  the  various 
classes  of  space  occupied. 

The  methods  used  in  determining  the  increase  in  ex¬ 
penses  other  than  payroll,  social  security,  annuity,  insurance 
and  hospitalization  under  segregation  which  are  covered 
in  Philadelphia  [2933]  Exhibits  69-1  and  69-2  were  as 
follows : 
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He  used  several  methods  in  treating  of  the  various 
items  of  expense  covered  in  Philadelphia  Exhibits  69-1 
and  69-2.  He  decided  with  respect  to  certain  small  items 
of  expense  in  practically  every  department  that  those  ex¬ 
penses  were  related  to  payroll.  He  found  the  ratio  of  such 
expenses  to  payroll  as  portrayed  in  the  1947  departmental 
budgets  and  applied  the  ratio  to  the  payroll  figures  which 
he  had  developed.  He  also  used  the  budget  figures  for 
such  individual  items  as  annual  reports  to  stockholders, 
advertising  expenses,  and  expenses  related  to  the  operation 
of  the  automotive  fleet. 

In  Philadelphia  Exhibits  69-1  and  69-2  he  also  treated 
the  maintenance  cost  of  office  equipment  and  rental  of  office 
equipment,  both  items  being  treated  in  accordance  with 
contract  prices.  He  determined  the  total  additional  main¬ 
tenance  costs  for  office  equipment  by  first  determining  the 
new  equipment  which  would  be  required  and  the  annual 
maintenance  contract  cost  which  would  be  added.  This  cost 
was  then  assigned  to  the  three  groups  and  two  companies 
in  proportion  to  the  present  allocation  of  such  cost.  He  did 
not  assign  this  increase  in  cost  to  the  group  or  company 
which  had  to  acquire  the  new  equipment,  because  this  could 
not  have  been  done  without  making  a  complete  inventory 
of  all  office  equipment  now  used  in  the  general  departments 
to  determine  how  many  typewriters,  adding  machines,  cal¬ 
culators,  et  cetera,  are  now  owned  by  Duquesne  Light  Com¬ 
pany  [2934]  and  by  Equitable  Gas  Company,  and  so  on. 
Since  the  increase  in  cost  is  determined  to  be  only  $1227  for 
all  office  equipment  maintenance,  a  more  exhaustive  study 
did  not  appear  necessary  to  him.* 

[2935]  Mr.  Hackney:  Now,  there  are  some  additional 
matters  which  we  propose  to  go  into  which  I  think  are  not 
covered  up  to  this  point. 

’For  objection  to  the  reception  of  the  matter  included  in  the  foregoing 
offer  of  proof,  ruling  sustaining  the  objection,  and  exception  to  such  ruling, 
see  page  1927a  of  this  Joint  Appendix. 
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The  Examiner:  All  right. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  what  was  the  actual  amount  of  over¬ 
time  pay  received  by  employees  in  the  general  department 
in  the  Equitable  Auto  Company  in  1946,  and  how  does  it 
compare  with  your  estimate  of  overtime  pay  for  1947? 

Mr.  Guttmann:  Isn’t  that  matter  all  set  forth  in  the 
exhibit? 

Mr.  Hackney:  No. 

The  Examiner:  Do  you  object  to  it? 

Mr.  Guttmann:  I  would  just  like  to  ask  a  question. 
Isn’t  it  a  fact  that  Exhibit  62-3  sets  forth  the  overtime  for 
1946? 

The  Witness:  There  are  components  there  but  the  figure 
I  am  going  to  talk  about  is  total,  which  is  not  presented  in 
any  of  my  exhibits,  so  far  as  I  can  recall. 

Mr.  Guttmann:  It  can  be  derived  from  the  components, 
can  it  not? 

The  Witness:  Except  that  in  this  answer  I  am  taking 
into  consideration  special  strike  bonuses,  which  is  new 
matter. 

Mr.  Guttmann:  Probably  it  will  be  less  consuming  of 
time  to  get  the  answer  than  to  object  to  it,  Mr.  Examiner. 

[2936]  The  Examiner:  Go  ahead. 

The  Witness:  The  actual  overtime  payment  exclusive  of 
the  special  strike  bonuses  which  I  have  mentioned  before, 
was  $165,244. 

My  estimate  which  appears  on  Philadelphia  Company 
Exhibit  62-1  was  only  $136,785,  a  reduction  of  $28,459  or 
17.2  per  cent,  which  resulted  from  the  exercise  of  my  judg¬ 
ment  as  to  the  extent  of  the  need  for  overtime  in  the  various 
departments. 
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I  think  I  should  also  point  out  that  the  total  estimated 
overtime  of  $136,785  amounts  to  only  2.68  per  cent  of  the 
total  straight  time  payroll  of  $5,103,763.  If  this  were 
rounded  off  to  2.7  per  cent,  the  difference  would  be  only 
$1,017  more,  and  if  I  had  rounded  it  off  at  2.6  per  cent  the 
difference  would  have  been  $5,104  less.  In  either  case  the 
effect  upon  the  total  increase  in  cost  due  to  segregation  is 
so  small  that  it  is  not  worth  spending  time  on. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  you  have  stated  that  you  used  budget 
figures  for  the  purpose  of  determining  certain  costs,  that 
statement  having  been  made  in  the  course  of  your  direct 
testimony,  I  believe,  and  possibly  also  in  cross.  Why  didn’t 
you  use  all  the  budget  figures — payroll,  rental  and  so  forth! 

Mr.  Guttmann:  That  matter  has  been  thoroughly  ex¬ 
plored. 

Mr.  Hackney:  I  don’t  think  so,  not  at  all  completely, 
[2937]  because  he  only  testified  about  budget  figures  as  to 
Exhibit  M.  Now  we  are  asking  about  budget  figures  with 
respect  to  rental,  payroll  and  other  matters. 

The  Examiner :  Go  ahead. 

The  Witness:  I  did  not  use  budget  figures  for  payroll 
for  two  reasons. 

At  the  time  I  began  my  investigation  the  budget  payroll 
figures  were  still  on  a  basis  which  did  not  reflect  the  retro¬ 
active  wage  increase  resulting  from  the  arbitration  award 
of  February  8, 1947,  and  more  importantly,  in  order  intelli¬ 
gently  to  segregate  the  various  departments,  I  had  to  get 
down  to  people,  rather  than  total  payroll.  I  had  to  know 
what  the  payroll  was  buying  in  the  way  of  services.  More¬ 
over,  the  only  accurate  way  to  determine  the  effect  of  the 
retroactive  increase  was  to  find  out  how  many  people  were 
affected,  since  the  raise  was  a  flat  amount,  not  a  percentage. 
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[Luncheon  recess,  followed  by  an  agreement  as  to  recess 
of  the  hearings  to  permit  an  oral  argument  before  the 
Commission.] 

[2939]  By  Mr.  Hackney: 

Q.  Mr.  Coffman,  how  do  your  estimated  payroll  figures 
compare  with  the  budget  payroll!  A.  The  total  payroll 
shown  in  the  revised  budget  was  $5,202,638,  exclusive  of 
the  general  officers’  salaries,  which  are  never  included  in 
the  departmental  budgets.  If  I  added  to  the  budget  payroll 
$225,200  representing  the  present  salaries  of  general  offi¬ 
cers,  the  total  payroll  becomes  $5,427,838  as  compared  with 
my  estimate  of  $5,240,548,  the  budget  being  higher  by 
$187,290  despite  the  fact  that  several  of  the  budget  payroll 
figures  had  not  been  adjusted  for  the  effect  of  the  retro¬ 
active  pay  increase. 

Q.  Why  didn’t  you  use  the  rental  figures  from  the 
budget  instead  of  your  calculated  figures  ?  A.  My  calcu¬ 
lated  figures  were  taken  from  the  records  of  the  Real  Estate 
Division  and  represent  the  actual  amount  being  charged 
each  department  based  on  careful  determinations  of  the 
amount  of  space  actually  occupied  and  the  amount  of  rent 
actually  being  charged.  My  rental  figure  is  $499,704,  which 
compares  with  $484,365  shown  in  the  Departmental  Budget. 
I  believe  my  figures  to  be  more  accurate  than  the  budget. 

[2940]  Q.  If  the  January,  1947  payroll  was  a  good 
basis  for  arriving  at  the  estimated  annual  payroll,  why  did 
you  not  use  the  January  figures  for  other  costs,  instead  of 
taking  1947  budget  figures!  A.  Unlike  payrolls,  these 
other  costs  do  not  flow  steadily  on  month  after  month. 
Many  of  them  occur  only  once  during  the  year.  Others 
may  occur  every  quarter.  The  answer  is  that  with  respect 
to  items  of  expense  other  than  those  directly  related  to 
payroll,  no  one  month  can  be  considered  as  representative 
nntil  proved  so  to  be.  Such  proof  could  only  result  from 
comparison  with  many  months,  a  comparison  we  did  not 
have  sufficient  time  to  make. 
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Q.  Why  did  you  use  the  1946  actual  costs  for  the  items 
which  you  took  from  the  budget?  A.  In  the  first  place, 
because  Departmental  costs  are  recorded  by  accounts  which 
are  functional  to  a  large  degree,  many  contain  payrolls, 
both  direct  and  indirect,  and  rent  as  well  as  these  other 
costs.  In  other  words,  we  could  not  obtain  the  exact 
amount  of  the  costs  we  sought  without  a  voucher  analysis, 
a  long  arduous  process,  when  some  twelve  companies  are 
involved. 

In  the  second  place  I  did  not  believe  that  1946  actual 
cost  would  be  a  good  indication  of  future  cost  unless  ad¬ 
justed  for  increases  in  price.  Since  the  budget  figures 
were  already  so  adjusted  and  represented  the  opinion  of 
responsible  department  heads,  presented  as  a  guide  to 
[2941]  management,  I  believe  them  to  be  a  more  accurate 
basis  for  determination  of  these  costs  than  the  1946  actual. 

Q.  On  direct  examination  you  expressed  the  opinion 
that  the  methods  which  you  employed  in  estimating  the 
increased  costs  which  would  result  from  segregation  of  the 
companies  in  the  Philadelphia  Company  System,  were 
sound,  and  produced  a  reasonably  accurate  result,  did  you 
not?  A.  Yes,  I  did. 

Q.  As  a  result  of  the  questions  which  were  put  to  you 
on  cross-examination,  you  have  had  occasion  to  review  vari¬ 
ous  phases  of  your  previous  study,  and  you  have  outlined  the 
results  of  this  review  in  your  testimony  on  redirect  examin¬ 
ation.  In  the  light  of  your  further  investigation,  what  is 
your  present  opinion  as  to  the  soundness  of  the  methods 
employed  in  your  study  and  the  accuracy  of  the  conclusions 
which  you  reached?  A.  As  a  result  of  my  review  of  the 
various  phases  of  my  study,  concerning  which  I  have  testi¬ 
fied  on  redirect  examination,  I  am  more  firmly  convinced 
that  the  basis  methods  which  I  employed  are  sound,  and 
that  the  conclusion  which  I  reached  is  definitely  on  the 
conservative  side. 
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Q.  Mr.  Coffman,  at  pages  2670  and  2671  of  the  tran¬ 
script,  you  were  asked  as  to  whether,  when  gross  revenues 
are  used  as  the  basis  for  allocation,  those  gross  revenues 
are  on  a  corporate  basis,  with  no  intercompany  elimina¬ 
tions,  and  you  [2942]  answered  “Well,  as  I  remember,  it 
is  based  upon  gross  revenue,  with  intercompany  transac¬ 
tions  eliminated,  but  I  would  like  to  qualify  my  statement 
that  it  is  my  recollection  at  the  moment.  ’  ’ 

Do  you  have  any  further  clarification  or  correction  you 
wish  to  make  as  to  that?  A.  Yes,  I  have.  I  have  checked 
that  statement  and  gross  revenues  used  for  allocation  are 
on  the  corporate  basis. 

Q.  That  is,  without  any  eliminations?  A.  That  is 
before  intercompany  eliminations. 

Q.  Mr.  Coffman,  I  show  you  a  document  which  has  been 
marked  as  Philadelphia  Exhibit  84.  I  understand  that  that 
is  a  certified  copy  of  the  certificate  of  incorporation  as 
amended  of  Standard  Research  Consultants,  Inc.?  A. 
Yes,  sir;  that  is. 

Mr.  Hackney:  I  now  offer  in  evidence  Philadelphia  Ex¬ 
hibit  No.  84. 

The  Examiner:  Is  there  objection? 

Mr.  Guttmann:  No  objection. 

The  Examiner :  It  will  come  in. 

By  Mr.  Hackney: 

Q.  I  now  show  you  a  document  which  has  been  marked 
as  Philadelphia  Exhibit  85.  Will  you  state  what  that  is, 
please?  [2943]  A.  This  exhibit  is  a  true  copy  of  the 
by-laws  of  Standard  Research  Consultants,  Inc. 

Q.  Certified  by  the  Secretary  of  that  Company?  A. 
Yes,  by  Lloyd  H.  Langston,  Secretary  of  Standard  Re¬ 
search  Consultants. 


1908a  Testimony — Paul  B.  Coffman — Re-direct. 

Mr.  Hackney:  I  offer  in  evidence  Philadelphia  Exhibit 
Xo.  85. 

Mr.  Guttmann:  Xo  objection. 

The  Examiner:  The  by-laws  will  come  in  as  Philadelphia 
Exhibit  85. 

By  Mr.  Hackney: 

Q.  I  now  show  you  a  paper  which  has  been  marked  as 
Philadelphia  Exhibit  86.  "Will  you  state  what  that  is, 
please?  A.  This  sheet,  which  has  been  marked  Phila¬ 
delphia  Exhibit  86  is  a  letter  dated  June  30,  addressed  to 
whom  it  may  concern,  signed  by  Lloyd  H.  Langston,  Secre¬ 
tary  of  Standard  &  Poor’s  Corporation,  which  states  therein 
the  facts  in  regard  to  the  purchase  of  common  shares  of 
Standard  Research  Consultants,  Inc.  which  I  made  as  to  the 
number  of  shares  and  as  to  the  date  of  purchase. 

Q.  Is  it  under  the  corporate  seal  of  Standard  &  Poor’s 
Corporation?  A.  Yes,  it  is. 

[2944]  Mr.  Hackney:  I  offer  in  evidence  Philadelphia 
Exhibit  Xo.  86. 

The  Examiner:  Any  objection? 

Mr.  Guttmann:  Xo  objection. 

The  Examiner:  It  will  come  in. 

[Here  follows  an  offer  by  counsel  for  Philadelphia  Com¬ 
pany  of  an  opinion  (Philadelphia  Ex.  87)  from  counsel  for 
Standard  Research  Consultants,  Inc.,  as  to  the  due  incorpo¬ 
ration  of  that  company,  the  ownership  of  stock  therein  by 
Paul  B.  Coffman,  the  due  and  valid  character  of  the  contract 
between  that  company  and  Philadelphia  Company  relative 
to  lie  making  of  the  Coffman  studies  previously  offered  in 
evidence,  and  the  authority  of  Mr.  Coffman  to  testify  in 
these  proceedings ;  the  Examiner  sustained  an  objection  by 
Commission  counsel  to  the  offer.] 
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[2946]  Mr.  Hackney:  You  may  re-cross-examine. 

Mr.  Guttmarm:  Thank  you,  sir. 

Re-cross-examination: 

By  Mr.  Guttmann: 

Q.  Now,  Mr.  Coffman,  in  the  redirect  that  you  presented 
you  stated  that,  due  to  the  time  limitations,  all  that  you 
really  were  able  to  accomplish  in  the  way  of  full  subject 
coverage  in  the  two-week  period,  so  far  as  departments 
were  concerned,  affected  the  purchasing  and  stores  depart¬ 
ment,  is  that  not  right?  A.  Well,  as  I  recall  the  state¬ 
ment  I  made  it  was  to  the  effect  that,  so  far  as  I  knew,  I 
had  answered  or  produced  the  [2947]  answer  for  every 
question  which  had  been  asked  in  my  cross-examination  on 
the  purchasing  and  stores  department.  In  regard  to  the 
other  departments  I  could  not  say  that,  but  was  able  to 
produce  as  many  answers  for  the  questions  asked  as  time 
permitted. 

Q.  Well,  now,  in  so  far  as  the  purchasing  and  stores 
department  is  concerned,  what  is  the  total  figure  of  loss  of 
economy  that  you  in  your  studies  attribute  in  segregation 
to  that  department?  A.  It  would  be  $58,789. 

The  Examiner:  According  to  my  figures  that  amount 
is  0V2  per  cent  of  your  overall  figure  of  $1,090,598. 

The  Witness:  Yes,  sir.  That  would  amount  to  5.4  per 
cent. 

By  Mr.  Guttmann: 

Q.  Now,  at  transcript  page  2681  of  the  transcript  of 
June  30,  1947  you  testified  as  follows,  and  I  quote : 

“I  compiled  the  number  of  employees  at  the  end 
of  each  month  in  1946  for  the  payrolls,  exclusive  of 
general  and  junior  officers,  of  each  general  depart- 
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ment  and  Equitable  Auto  Company  and  I  found  that 
the  average  total  number  of  employees  was  1,604, 
which  figure  compared  with  my  1,617  based  upon 
January  1947  payroll,  the  difference  being  13  em¬ 
ployees  all  told.” 

Then  yesterday  at  transcript  2775  you  said,  and  I  again 
[294S]  quote: 

‘ 4  The  number  of  persons  employed  in  the  general 
departments,  exclusive  of  general  officers  and  junior 
officers,  in  April  of  1947  was  1,369.” 

I  ask  you  now,  in  the  light  of  your  further  testimony 
this  morning,  to  explain  why  it  appears,  where  you  have 
apparently  used  comparable  bases  throughout,  that  there 
were  24S  less  employees  in  April  than  there  were  in  January. 
A.  Well,  I  think  that  difference  is  accounted  for  in  the 
statement  that  I  made  on  transcript  page  2775.  I  was  re¬ 
ferring  there  to  general  departments  exclusive  of  general 
officers  and  junior  officers,  whereas  the  figure  that  I  gave 
yesterday,  I  guess,  at  least,  transcript  page  26S1,  is  the 
general  departments  and  Equitable  Auto  Company,  so  that 
if  you  add  in  the  Equitable  Auto  Company  figures  for 
April,  which  was  252,  as  I  believe  I  presented  this  morning, 
to  the  1,369  personnel  mentioned  on  transcript  page  2775, 
it  gives  a  total  of  1621,  which  checks  with  the  figure  that  I 
read  this  morning. 

Q.  Now,  Mr.  Coffman,  some  of  the  material  that  you 
presented  on  redirect  was  material  which  when  asked  for 
on  cross-examination  you  stated  you  then  had  no  present 
recollection  of.  Will  you  tell  us  just  what  you  did  in  the 
two- week  period  in  connection  with  refreshing  your  recol¬ 
lection  so  that  you  were  able  to  answer  those  questions  on 
redirect  which  you  could  not  answer  on  cross?  [2949] 
A.  Well,  if  I  may,  in  answering  that  question — I  think 
throughout  the  cross-examination  where  questions  were 


Testimony — Paul  B.  Coffman — Re-cross.  1911a 


asked  which  at  that  time  I  could  not  give  the  specific  answer 
and  said  I  would  like  to  check,  I  stated  at  the  same  time 
that  the  information  was  available  to  me  at  the  time  I  made 
my  original  investigation,  but  I  did  not  recall  the  detail, 
and  in  numerous  cases  at  that  time  I  did  not  have  in  my 
notes  the  figures.  That  was  principally  because  at  the 
time  I  was  doing  the  original  investigation  there  was  not 
time  to  make  notes  on  all  the  matters,  notwithstanding  the 
fact  that  the  information  was  available  to  me  and  discussed 
at  the  time.  During  the  past  two  weeks  what  I  did  was  to 
take  from  the  transcript  of  my  record  on  cross-examination 
all  of  the  questions  in  which  I  did  not  give  the  specific 
answer  and  stated  that  I  would  check  or  refresh  my  recol¬ 
lection  and,  as  I  have  stated  in  my  redirect  testimony,  I 
started  with  my  men  to  seek  the  information  to  answer  those 
questions,  and  that  involved  in  certain  cases  going  through 
my  work  papers,  where  the  information  could  be  gathered 
from  my  work  sheets,  or  in  the  various  exhibits.  Much  of 
it,  however,  had  to  come  from  the  records  of  the  company, 
which  I  began  to  check,  and  the  information  I  have  pre¬ 
sented  here  in  redirect  was  that  amount  of  information 
that  I  was  able  to  prepare  in  the  time  I  had  at  my  disposal. 
It  involved  work  with  my  men,  work  with  department  heads, 
and  actual  reviewing  of  the  records  to  [2950]  get  the  addi¬ 
tional  information. 

Q.  In  the  course  of  your  testimony  yesterday,  and  re¬ 
ferring  to  stores,  you  recited  the  inclusion  of  a  certain 
dollar  amount  representing  coal  in  inventory,  and  what  I 
would  like  to  know,  Mr.  Coffman,  is  whether  or  not  that 
coal  is  coal  at  the  stations  or  whether  it  is  coal  at  the 
mine,  or  both! 

The  Examiner:  Or  in  the  ground. 

A.  Well,  that  figure  of  $781,099  was  coal  that  was  car¬ 
ried  in  the  inventory  of  materials  and  supplies  by  Duquesne 
Light  Company  and  I  believe  represented  coal  at  the  plants, 
the  inventory  of  coal  as  of  December  31,  1946. 
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By  Mr.  Guttmann: 

Q.  You  are  not  certain  of  that,  however,  are  you? 
A.  I  believe  that  is  correct. 

Q.  You  believe  that  it  would  not  include  any  coal  at 
either  the  Harwich  or  the  Warwick  Mine,  is  that  right? 
A.  I  wouldn’t  want  to  say  that  at  the  moment.  I  am  not 
sure  of  that  point,  but  I  am  sure  it  isn’t  coal  in  the  ground. 

Q.  You  listed  yesterday  the  number  of  railroad  sidings 
that  exist  at  various  storeroom  locations.  I  would  like  to 
know,  Mr.  Coffman,  if  you  can  tell  us  whether  any  of  those 
sidings  are  not  presently  in  use?  A.  Here  again  I  have 
to  depend  on  my  recollection,  but  it  is  my  belief  that  the 
sidings  are  in  use  at  the  various  [2951]  points  I  mentioned. 

Q.  In  referring  to  Mr.  Crowley’s  annuity  yesterday  you 
mentioned  that  he  is  beneficiary  under  two  annuities,  one 
a  special  and  the  other  under  the  general  plan?  A. 
Yes,  sir. 

Q.  With  regard  to  the  special  annuity  I  believe  you 
indicated  that  the  cost  to  Philadelphia  Company  on  that 
special  annuity  is  being  amortized  over  five  years?  A. 
Yes,  sir,  I  made  that  statement.  That  was  over  the  five- 
year  period  carrying  over  the  length  of  the  employment 
agreement. 

Q.  And  that  was  a  period  beginning  June  7,  1945,  I 
believe?  A.  Yes,  sir,  that  is  correct. 

Q.  Can  you  tell  us  the  dollar  amount  of  that  lump  sum 
annuity? 

The  Examiner:  Do  you  mean  the  face  of  the  annuity 
or  the  deposit? 

Mr.  Guttmann:  The  deposit. 

Mr.  Hackney:  I  believe  that  is  reported  to  the  Com¬ 
mission  on  Form  U-5-S,  or  possibly  one  of  the  other  forms, 
but  it  is  reported  to  the  Commission. 
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Mr.  Guttmann:  If  the  witness  knows  I  snbmit  it  wonld 
be  helpful  for  the  record  to  have  that  information  from  him. 
A.  I  knew  at  the  time  hut  I  would  be  fearful  to  mention 
[2952]  the  figure  now  without  having  it  in  my  notes. 

Q.  In  connection  with  your  Exhibits  in  this  case,  Mr. 
Coffman,  is  there  reflected  anywhere  in  any  of  the  exhibits 
any  amount  representing  the  annual  amortization  of  the 
payment  itself  from  Philadelphia  Company  attributable 
to  Mr.  Crowley’s  special  annuity?  A.  No,  sir,  I  believe 
not. 

Q.  With  regard  to  Mr.  Lynch  I  believe  you  testified  yes¬ 
terday  that  Mr.  Lynch  participates  under  the  general  plan 
so  far  as  annuity  is  concerned?  A.  Yes,  sir,  I  did. 

Q.  Do  you  know  whether  or  not  as  a  fact  Mr.  Lynch  is 
also  participating  under  another  annuity  from  Standard 
Gas  and  Electric  Company?  A.  I  don’t  know  about  that. 

Q.  In  the  course  of  your  testimony  yesterday  at  trans¬ 
cript  page  2837  you  referred  to  work  in  connection  with 
original  cost  studies  and  continuing  property  records,  and 
you  said,  “The  work  now  being  done  in  connection  with 
maintenance  of  continuous  property  records  is  charged  to 
Equitable  Gas  Company.  This  I  understand  is  in  accord¬ 
ance  with  the  lease  arrangement  between  the  two  com¬ 
panies.”  I  now  show  you  the  lease  arrangement,  being 
Commission  Exhibits  A-10  and  A-ll  respectively  in  this 
cause  and  I  ask  you  to  read  into  the  record  the  section  in 
either  of  those  leases,  or  both,  that  substantiates  the  state¬ 
ment  as  made  by  you  yesterday.  [2953]  A.  I  have 
read  the  copies  of  the  two  leases  which  you  gave  me  and 
since  I  am  not  a  lawyer  I  can  not  point  out  in  those  leases 
any  specific  sections  which  apply  in  this  regard. 

Q.  Then  when  you  said  yesterday  that  it  was  your 
understanding  that  this  is  in  accordance  with  the  lease 
arrangement  your  understanding  was  predicated  upon  what 
someone  else  told  you  in  that  regard,  is  that  not  so  ?  A. 
As  I  recall  it  that  is  the  case. 
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Q.  Now,  this  morning,  Mr.  Coffman,  you  were  talking 
briefly  about  the  rate  division  and  you  indicated  it  was  your 
belief  that  the  rates  of  the  transportation  companies  do  not 
require  continuous  study,  as  do  the  rates  of  electric  or  gas 
companies.  Would  you  tell  me,  please,  why  in  your  opinion 
electric  and  gas  rates  require  continuous  study  which  trans¬ 
portation  rates  do  not?  A.  Well,  that  statement  was 
largely  based  on  the  fact  that  I  believe  the  records  show,  in 
regard  to  fares,  so  far  as  the  transportation  is  concerned, 
that  the  fare  over  a  period  of  years  has  remained  about,  or 
actually  the  same,  as  I  remember  it,  a  10-cent  fare  or 
tokens  three  for  a  quarter,  and  I  believe,  with  very  minor 
exceptions,  which  might  relate  to  transfers  or  something  of 
that  sort,  there  has  been  no  change,  whereas  in  electric 
group,  for  example,  there  is  need  for  continuous  study. 

Q.  Now,  vou  don’t  know,  as  a  matter  of  fact,  whether 
[2954]  continuous  study  of  the  transportation  rates  might 
then  have  indicated  a  need  for  a  change  which  was  not 
made?  A.  I  don’t  believe  I  said  that,  Mr.  Guttmann.  I 
was  merely  pointing  out  that  in  considering  the  problem  in 
my  investigation  and  looking  to  the  situation  under  segre¬ 
gation  I  said  that  I  felt  that  the  research  department  and 
commercial  department,  which  now  handles  those  matters 
in  Railways,  I  believed  could  handle  those  same  matters 
under  segregation  and,  therefore,  did  not  set  up  any  rate 
department  as  such. 

Q.  But  you  did  state  specifically  that  you  saw  no  need 
for  any  continuous  study  of  transportation  rates,  did  you 
not?  A.  Well,  I  don’t  remember  just  how  I  phrased  that 
statement,  but  what  I  was  trying  to  convey  was  that  the 
present  setup  in  the  Railways,  so  far  as  I  was  concerned, 
and  in  my  judgment,  could  continue  after  segregation  in 
regard  to  rate  studies  the  same  as  it  is  doing  presently. 

Q.  Do  you  know  whether  or  not  Pittsburgh  Railways 
are  a  member  of  the  AT  A?  A.  I  don’t  recall  that  off¬ 
hand. 
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Q.  Now,  you  read  into  the  record  this  morning  certain 
figures  with  regard  to  the  central  building,  setting  forth, 
among  other  things,  revaluation.  That  revaluation  was  not 
made  by  you,  was  it?  A.  No,  sir. 

Q.  Nor  by  any  of  your  employees?  [2955]  A.  No, 
sir. 

Q.  Nor  were  the  original  valuations  made  by  you? 
A.  No,  sir. 

Q.  And  the  figures  to  which  you  testified  were  taken 
from  the  books  and  records  of  the  company?  A.  That  is 
correct. 

Q.  Now,  in  connection  with  your  exhibits  that  you  intro¬ 
duced  this  morning  under  numbers  P-82  and  P-83,  Mr.  Coff¬ 
man,  I  note  that  in  each  instance  the  1947  budget  payroll 
figures  are  substantially  lower  than  were  the  1946  actual. 
Does  this  mean  that  certain  of  the  personnel  were  to  be 
eliminated,  or  does  it  mean  that  a  portion  of  the  allocation 
has  been  placed  upon  Railways  which  was  not  there  in  the 
previous  year?  A.  Well,  I  thought  I  had  answered  that 
question  with  regard  to  the  curtailments,  and  so  on,  that 
were  taking  effect. 

Q.  Well,  does  that  mean  that  personnel  are  going  to  be 
dropped  from  the  advertising  department?  A.  Well,  I 
wouldn’t  say  that.  It  just  means  that  the  charges  for  these 
purposes  would  be  less. 

Q.  Well,  are  salaries  to  he  decreased  in  that  department? 
A.  I  wouldn’t  say  so. 

Q.  Well,  how  do  you  arrive  at  a  lower  payroll  in  that 
[2956]  department  unless  you  either  dismiss  employees  or 
decrease  salaries?  A.  Well,  the  advertising  department 
does  a  number  of  things  and  all  I  have  done  here  is  taken 
from  the  books  and  records  the  figures  to  present  as  a  part 
of  an  answer  to  a  question  or  series  of  questions  which  were 
raised  on  cross-examination.  Now,  I  did  not  make  notes  as 
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to  all  of  the  reasons,  except  those  I  have  given  as  to  the 
difference  between  the  1947  budget  payroll  figure  and  the 
1946  actual  payroll  figure. 

Q.  Well,  will  you  tell  us  now  what  other  than  a  cut  in 
personnel  or  a  cut  in  salaries  could  be  attributable  for  a 
payroll  decrease?  A.  I  can’t  answer  that  question  at 
the  moment. 

Q.  And  if  it  is  a  cut  in  personnel  that  would  not  be 
reflected  in  your  studies  or  exhibits,  would  it?  A.  Well, 
as  shown  in  Philadelphia  Company’s  Exhibit  65-1,  I  in¬ 
dicate  through  my  investigation  what  I  believe  would  be 
the  situation  under  segregation  as  to  number  of  personnel. 

Q.  And  you  did  not  in  that  connection  show  any  decrease 
or  elimination  of  personnel  from  those  that  you  found  ex¬ 
isting  in  January  of  1947,  isn’t  that  right?  A.  That  is 
correct,  I  did  not. 

Q.  Nor  did  you  show  any  diminution  of  salaries  from 
those  shown  in  January  of  1947  as  adjusted  to  reflect  the 
[2957]  payroll  increases  effective  as  of  January  1,  1947? 
A.  I  believe  that  is  correct. 

Q.  Monday,  at  the  very  outset  of  your  re-direct,  you 
stated  that  you  took  the  January  1947  payroll  figures  in 
preference  to  those  for  the  year  1946  and  you  listed  several 
reasons.  One  of  those  reasons  that  you  gave  was  that  the 
1946  figures  were  not  complete  at  the  time  of  your  com¬ 
mencing  your  work  in  connection  with  these  studies?  A. 
That  is  correct. 

Q.  I  ask  you  now  in  what  respect  the  1946  figures  were 
not  complete  and  how  it  came  to  pass  that  while  those  were 
not  complete  the  J anuary  1947  figures  were  complete  ?  A. 
Well,  I  don’t  recall  all  of  the  reasons.  My  impression  is,  as 
I  recall  it,  that  starting  in  the  work  in  January  of  1947,  that 
the  figures  for  January  were  available.  Whether  the  1946 
figures  were  not  complete  because  of  year-end  closings, 
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and  so  forth,  I  don’t  recall,  bnt  that  was  a  fact  at  the  time 
I  began  my  work. 

Q.  You  say  that  when  you  began  your  work  in  January 
the  January  figures  were  complete?  A.  No,  I  didn’t 
say  that.  We  began  work  in  January  and  shortly  thereafter 
the  January  figures  were  available. 

Q.  At  transcript  2679  you  stated  that  you  took  your 
1946  payrolls  for  the  general  departments  and  Equitable 
Auto  Company  and  adjusted  those  figures  by  eliminating 
items  which,  [2958]  although  included  in  payroll,  did  not 
represent  payment  for  services  rendered.  What  type  of 
item  do  you  refer  to  there,  Mr.  Coffman?  A.  Well,  I 
think  I  explained  that.  That  figure  was  in  regard  to  a  pay 
increase  granted  in  1946  but  was  retroactive  back  to  1945, 
so  that  the  amounts  which  applied  to  the  months  of  1945  on 
the  retroactive  basis,  of  course,  were  not  for  services  ren¬ 
dered  in  1946. 

Q.  In  connection  with  your  re-direct  and  in  describing 
your  comparison  between  1946  and  1947  annualized,  you 
stated  that  you  worked  out  an  average  for  1946  by  de¬ 
partments  to  show  the  increase  of  employees.  In  con¬ 
nection  with  that  computation  did  you  include  all  members 
of  the  departments,  including  supervisory  employees? 
A.  I  don’t  recall  what  I  stated,  but  I  think  I  said  excluded 
the  general  and  junior  officers. 

Q.  Now,  when  you  ascertained  the  differences  in  number 
of  employees  did  you  find  that  there  were  any  contributing 
to  those  differences  who  were  either  on  the  general  or 
junior  officer’s  payroll?  A.  No,  I  believe  not. 

Q.  In  discussing  the  purchasing  department  in  con¬ 
nection  with  your  re-direct  you  informed  us  that  there  was 
no  difference  in  fact  between  orders  issued,  orders  written 
or  orders  processed.  I  ask  you  now  whether  or  not  you  can 
give  us  [2959]  any  idea  of  the  difference  between  the  orders 
either  issued,  written  or  processed  and  those  orders  filled 
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during  the  course  of  the  test  year  that  was  used  in  your 
calculation!  A.  No,  I  don’t  believe  I  could  give  you  that 
figure. 

Q.  It  is  true,  is  it  not,  that  all  of  the  orders  written  in  a 
given  year  are  not  necessarily  filled  in  that  year!  A. 
That  is  correct,  and  I  thought  I  had  made  some  mention 
of  that. 

Q.  I  don’t  recall  it,  if  you  did. 

Do  you  have  any  statistics  on  it!  A.  No,  no  figures. 

[2960]  Q.  And  there  is  a  considerable  difference  in  the 
work  load  as  it  affects  orders  written  and  as  it  would  affect 
orders  filled;  isn’t  that  so!  A.  I  am  not  clear  as  to  the 
point  you  are  making.  The  matter  of  the  requisition  and  the 
writing  and  the  issuance  of  a  purchase  order  involves  all 
those  things  I  enumerated,  that  are  considered  to  get  an 
order  finally  written  and  issued!  The  receipt  of  the  ma¬ 
terial,  of  course,  involved  the  handling  of  that  material 
when  it  arrives. 

Q.  And  upon  receipt  of  the  material  the  purchasing 
department  has  certain  other  operations  that  it  must  per¬ 
form.  isn’t  that  so!  A.  Cheeking  operations,  and  so 
forth. 

Q.  You  stated  in  the  course  of  your  re-direct  examina¬ 
tion  that  you  believed  an  expediter  would  only  be  needed  for 
about  one  year  in  so  far  as  Railways  is  concerned.  Do 
you  have  any  estimate  of  about  how  long  Duquesne  will  need 
an  expediter!  I  had  taken  it  that  as  I  had  stated,  the 
Duquesne  Light  Company  Stores  Department  had  an  ex¬ 
pediter  who  was  permanently  assigned  to  the  Westinghouse 
Plant  in  the  Pittsburgh  District,  and  that  for  many  years 
prior  to  "World  War  II  that  had  been  the  case,  and  I  had 
presumed  that  it  would  continue  to  be  the  case. 

Q.  Now,  with  regard  to  the  stores  carried  at  Man¬ 
chester,  you  testified  in  the  course  of  re-direct  that  several 
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of  the  [2961]  companies  in  the  Philadelphia  Company- 
group  maintained  stores  at  that  location.  Can  you  tell 
us  whether  the  stores  there  maintained  are  carried  in  the 
individual  names  of  the  companies  or  are  they  carried  all 
in  the  name  of  Duquesne  ?  A.  In  my  re-direct  testimony 
I  stated  that  at  the  Manchester  Stores,  certain  supplies  and 
materials  were  regularly  carried  for  gas  utility  operations. 
I  believe  those  are  so  earmarked.  Whether  within  the  light 
group  the  others  are,  I  cannot  answer  the  question  at  this 
time. 

Q.  I  believe  you  also  testified  that  Traction  likewise 
draws  some  stores  out  of  Manchester.  Are  its  stores  ear¬ 
marked?  A.  I  think  that  I  said  that  any  company  in  the 
Philadelphia  Company  system  may,  as  the  occasion  de¬ 
mands,  draw  upon  the  Manchester  Stores  for  material 
which  it  needs,  but  that  doesn’t  necessarily  mean  that  such 
materials  would  have  been  earmarked  originally  for  the 
particular  company. 

Q.  They  might  have  been  materials  carried  in  the  name 
of  Duquesne?  A.  As  I  say,  I  don’t  recall  specifically. 

Q.  In  the  transcript,  at  pages  2706  and  2707  you  testified 
as  follows: 

“Philadelphia  Company  does  own  large  gas 
properties.  These  are  leased  to  Equitable  Gas  Com¬ 
pany,  which  operates  [2962]  and  maintains  the 
leased  properties,  pursuant  to  the  leases.  When¬ 
ever  materials  and  supplies  for  operations,  main¬ 
tenance  and  construction  work  upon  the  leased  prop¬ 
erties  owned  by  Philadelphia  Company  are  drawn 
from  the  Stores  Department,  they  are  charged  to 
Equitable  Gas  Company,  which  operates  the  property. 

“Equitable  Gas  Company  is,  in  turn,  reimbursed 
its  expenses  in  this  connection  by  Philadelphia  Com¬ 
pany.” 
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How  is  that  reimbursement  made?  A.  I  cannot  an¬ 
swer  that  at  the  moment. 

Mr.  Hackney:  I  think  the  record  should  show  that  any 
information  at  all  desired  by  the  Commission  staff,  and 
which  the  witness  has  not  yet  answered,  we  stand  ready  to 
produce,  if  given  time  to  do  so. 

Q.  Can  you  tell  us  where  the  hulk  of  the  Equitable  Gas 
Stores  are  located?  A.  I  can’t  say  where  the  bulk  of 
the  Equitable  Gas  Stores  are  kept. 

Q.  Does  Equitable  Gas  Company  have  a  general  store¬ 
keeper  and  supervisor,  as  does  Pittsburgh  and  West  Vir¬ 
ginia?  A.  Mr.  Balch  and  Mr.  Stack  are  the  two  men 
that  served  those  functions,  so  far  as  Equitable  Gas  is  con¬ 
cerned. 

Q.  In  connection  with  Pittsburgh  &  West  Virginia,  I 
believe  you  testified  that  they  have  Mr.  Wyatt  and  a  super¬ 
visor  over  him?  [2963]  A.  That’s  correct,  and  I  stated 
that  the  services  rendered  by  Mr.  Balch  and  Mr.  Stack 
were  mostly  of  an  advisory  nature. 

Q.  And  in  connection  with  Equitable  Gas,  Mr.  Balch 
and  Mr.  Stack  would  be  performing  the  functions  that  Mr. 
Wyatt  and  his  supervisor  were  performing  in  connection 
with  Pittsburgh  and  West  Virginia?  A.  That’s  correct. 

Q.  In  the  course  of  your  redirect  I  believe  you  stated 
that  while  the  trustees  of  Railways  have  their  own  stores, 
a  small  amount  of  material  is  drawn  out  of  Manchester. 
I  wonder  if  you  can  tell  us  in  dollars  how  much  material 
went  out  of  Manchester  for  the  trustees,  either  in  1946  or 
in  January  of  1947?  A.  No,  sir;  I  have  no  dollar  figures 
on  that. 

Q.  In  connection  with  your  Exhibit  P-79,  which  was  a 
tabulation  of  vendors  in  1946,  did  you  make  any  study  to 
ascertain  whether  1946  was  a  typical  year?  A.  No,  I 
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took  the  figures  for  that  year  as  a  sample  of  the  conditions 
that  existed  in  the  Company. 

Q.  Was  that  taken  off  the  purchase  orders?  A.  Well, 
I  took  it  from  various  records  of  the  Company,  which, 
of  course,  would  have  shown  on  the  purchase  orders. 

Q.  You  also  told  us  in  the  course  of  redirect  that  these 
companies  had  some  experience  in  the  past  with  their  own 
in-  [2964]  ternal  printing  department.  Can  you  tell  us 
whether  at  that  time  they  printed  their  own  bills  ?  A.  I 
don’t  believe  I  can  answer  that  question  at  the  moment. 

Q.  You  couldn’t  tell  us  specifically  what  that  printing 
department  did  at  the  time  it  was  in  existence?  A.  No. 
That  I  would  have  to  check. 

Q.  Did  you  make  any  study  to  ascertain  the  experience 
of  other  utility  companies  with  regard  to  the  maintenance 
of  their  own  printing  plant,  internally?  A.  By  a  study 
of  other  companies,  actually? 

Q.  Yes.  A.  No,  sir;  I  did  not  have  time  to  do  that. 

Q.  In  connection  with  the  purchasing  department,  in  the 
course  of  your  testimony  you  indicated  that  it  was  your 
belief  that  the  use  of  a  number  of  purchase  orders  repre¬ 
sented  an  accurate  basis  for  such  allocation.  I’d  like  you 
to  give  us  the  basis  for  your  opinion  and  also  detail  the 
experience,  if  any,  upon  which  you  have  based  such  opinion. 
That  is  on  page  2762  of  the  transcript.  A.  I  believe  that 
it  is  a  definitive  measure  that  can  be  used,  because  it  is  a 
tangible  item,  based  upon  actual  amount  of  work  done  in 
writing  up  orders,  and  I  believe  it  is  a  good  basis  for  an 
accurate  measure  of  the  work  done. 

Q.  From  the  angle  of  past  experience,  have  you  ever 
advocated  such  a  yardstick  or  basis  in  any  other  matter? 
A.  I  cannot  recall  offhand. 

[2965]  Q.  Also  in  connection  with  your  redirect,  you 
said  that  you  made  some  study  of  Pennsylvania  companies 
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in  connection  with  the  policy  of  bi-monthly  reading  of 
meters,  and  I  believe  it  was  your  conclusion  that  that  prac¬ 
tice  is  not  presently  indulged  in  by  any  major  company? 

Mr.  Hackney:  In  Pennsylvania? 

Mr.  Guttmann:  In  Pennsylvania. 

By  Mr.  Guttmann : 

Q.  Do  you  know  whether  or  not,  as  a  matter  of  fact, 
Philadelphia  Gas  Works  presently  utilizes  bi-monthly  read¬ 
ing?  A.  I  don’t  recall  at  the  moment. 

Q.  Do  you  know  whether  or  not,  as  a  matter  of  fact, 
Philadelphia  Electric  Company  presently  utilizes  bi¬ 
monthly  reading?  A.  I  would  have  to  check  that. 

Q.  Just  what  of  the  major  companies  in  Pennsylvania 
did 1  you  include  in  this  specific  study  that  you  said  you 
made?  A.  Well,  I  can’t  recall.  I  didn’t  make  a  note.  I 
can’t  answer  the  question  at  this  time. 

Q.  Did  you  take  all  of  the  companies  above  a  certain 
gross  revenue  figure  in  Pennsylvania?  A.  My  answer 
is  the  same. 

Q.  Did  you  reduce  your  study  to  writing?  A.  No,  sir, 
I  did  not.  I  didn’t  have  the  time. 

Q.  Did  you  make  the  study?  [2966]  A.  No,  I  did 
not.  One  of  my  men  did. 

Q.  And  did  they  ever  transmit  it  to  you  in  written 
form?  A.  No,  sir,  they  did  not. 

Q.  Did  I  understand  you  correctly,  in  the  course  of  your 
redirect,  to  state  that  in  connection  with  Pittsburgh  West 
Virginia  Gas  Company  well  borers  read  the  meters?  A. 
I  think  I  made  that  statement,  in  a  few  instances  that  that 
was  the  case. 
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Q.  What  is  a  well  borer,  Mr.  Coffman?  A.  Well,  I 
do  not  have  the  definition  here  and  I  shouldn’t  want  to 
guess  in  giving  one. 

The  Examiner:  Off  the  record. 

(Discussion  off  the  record.) 

The  Witness:  I  have  no  more  information  in  my  notes 
than  is  given  at  that  page  of  the  transcript. 

By  Mr.  Guttmann: 

Q.  And  you  said  that  in  the  outlying  districts  the  well 
borers  read  the  meters.  "Who  performs  that  function  in 
the  other  sections  of  the  territory  served  by  the  company 
where  the  customers  are  grouped  more  closely  together? 
A.  Well,  I  think  that  is  answered  on  transcript  Page  2841, 
where  I  say  that  there  are  no  employees  of  Pittsburgh  and 
West  Virginia  who  are  engaged  full  time  in  meter  reading. 
Meter  reading  for  this  company  is  performed  by  the  dis¬ 
tribution  department,  an  operating  division  of  Pittsburgh 
and  West  Virginia  [2967]  Gas  Company. 

Q.  In  discussing  the  disbursements  division  of  the  ac¬ 
counting  department  in  redirect,  Mr.  Coffman,  you  indicated 
that  Duquesne’s  fixed  capital  records  are  kept  by  the  con¬ 
tinuing  property  records  group.  Does  this  mean  that  there 
is  now  just  one  set  of  books  for  Duquesne’s  fixed  capital 
records  and  continuing  property  records,  while  in  effect 
there  would  be  more  than  one  set  for  the  other  companies? 
A.  Well,  I  think  my  answer  is  as  complete  as  I  can  make  it. 

Q.  Well,  does  your  answer  mean  that  there  is  one  set 
of  books  for  Duquesne,  covering  both  fixed  capital  records 
and  continuing  property  records?  A.  Well,  there  are 
various  ledgers  and  there  are  also  cards  which  are  kept. 

Q.  So  far  as  Duquesne  is  concerned,  do  the  cards  con¬ 
tain  full  information  on  the  fixed  capital  of  Duquesne  in 
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utility  property?  A.  I  couldn’t  answer  that  at  the  mo¬ 
ment.  I  would  have  to  check  it. 

Q.  But  in  so  far  as  companies  other  than  Duquesne  are 
concerned,  fixed  capital  records  are  maintained  by  the  dis¬ 
bursements  division  and  continuing  property  records  are 
maintained  by  the  continuing  property  records  unit,  isn’t 
that  right?  A.  'Well,  I  am  relying  on  my  memory  there. 
I  think  that  [296S]  is  correct,  but  I  would  want  to  check  it. 

Q.  In  connection  with  your  testimony  on  redirect  with 
regard  to  the  stores  accounting  division,  you  stated  that 
you  used  the  1946  performance  records  to  determine  alloca¬ 
tion,  since  the  department  is  on  a  time-sheet  basis.  I  ask 
you  whether  you  checked  any  years  other  than  the  year 
1946.  A.  No.  As  I  recall,  I  did  not. 

Q.  Isn’t  it  a  fact,  Mr.  Coffman,  that  if  you  found  in  a 
given  year  that  one  or  another  of  the  companies  in  the 
Philadelphia  Company  group  had  a  large  construction  pro¬ 
gram,  or  a  large  maintenance  program,  perhaps,  to  take 
care  of  deferred  maintenance,  that  would  have  a  material 
effect  on  the  balance  of  the  work  load  of  that  department? 
A.  It  could  have. 

Q.  So  that  you  made  no  check  to  ascertain  whether 
1946  performance  was  in  fact  a  typical  performance?  A. 
I  checked  that  one  year.  That  is  all  I  had  time  to  do. 

Q.  At  transcript  Pages  2862  and  2863,  in  referring  to 
Kentucky  West  Virginia  on  redirect,  you  indicated  certain 
charges  to  Kentucky  West  Virginia  Gas  Company  in  the 
year  1946,  of  the  law  and  real  estate  department.  Among 
them  was  an  item  designated  “Other  Expenses,”  aggre¬ 
gating  $34,SS0,  and  at  2863  you  indicated  that  $33,216  of 
that  amount  was  rate  case  expense  charged  by  the  law  and 
real  estate  department  primarily  for  out-  [2969]  side  pro¬ 
fessional  service.  Specifically,  what  was  this  outside  pro¬ 
fessional  service?  A.  I  can’t  answer  definitely,  except 
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it  was  in  connection  with  rate  work  and  the  rate  case,  and 
the  statement  that  it  was  primarily  for  outside  professional 
service. 

Q.  Well,  was  that  legal  professional  service,  do  you 
know?  A.  I  don’t  know  whether  it  was  all  legal  or  not. 

Q.  At  transcript  Pages  2873  and  2874  you  referred  on 
redirect  to  Finleyville  Oil  &  Gas  Company  and  you  told  us 
that  that  company  has  no  operating  payroll,  that  all  of  its 
work  is  performed  by  employees  of  Equitable  Gas  Company. 
You  then  told  us  that  Equitable  is  reimbursed  by  Finley¬ 
ville  for  all  expenses  so  incurred.  That  reimbursement  to 
which  you  referred  is  actually  payroll  reimbursement,  is 
it  not?  A.  I  believe  for  the  most  part  it  is. 

Q.  Reverting  for  a  moment  to  Exhibit  82,  Mr.  Coffman, 
I  believe  it  was  your  general  statement  that  the  advertising 
expenses  for  1947  as  reflected  in  the  budget  for  that  year 
for  Equitable  Gas  Company  were  to  be  curtailed,  is  that 
not  right?  A.  I  think  I  said  that,  yes. 

Q.  Can  you  explain  how  it  is,  then,  that  in  1947 ’s  budget 
there  appears  an  item  that  did  not  appear  either  in  the 
budget  for  1946  or  in  1946  actual  providing  for  $18,950  for 
an  item  of  outdoor  advertising?  [2970]  A.  Well,  the 
only  answer  I  can  give  is  the  one  that  I  gave  in  my  redirect 
testimony  that  the  company  also  employed  outdoor  adver¬ 
tising  consisting  of  billboard  posters  promoting  the  use 
of  gas  for  water  heating. 

Q.  They  didn’t  employ  that  in  1946,  Mr.  Coffman,  ac¬ 
cording  to  Exhibit  82,  is  that  not  a  fact?  A.  Well,  in 
the  1946  budget  there  was  no  item  so  captioned  as  out¬ 
door  advertising,  nor  was  there  any  such  item  in  the  actual 
1946. 

Q.  Now,  Mr.  Coffman,  in  the  course  of  your  testimony, 
you  suggested  that  you  visualized  after  segregation  that 
one  of  the  gas  companies,  one  of  the  companies  in  the  gas 
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group,  would  function  as  a  holding  company.  I  ask  you 
now  what  you  visualized  to  be  the  function  of  such  a  hold¬ 
ing  company.  A.  Well,  as  I  recall  it,  I  visualized  the 
holding  company  as  one  which  would  have  an  investment 
in  the  properties,  even  though  there  were  various  com¬ 
panies  that  might  be  in  existence  thereunder. 

The  Examiner:  Do  you  think  a  holding  company  is 
necessary  by  reason  of  the  fact  that  the  gas  properties  are 
in  more  than  one  state? 

The  Witness:  Well,  that  might  be  a  factor  to  be  con¬ 
sidered.  I  don’t  know  as  that  necessarily  has  to  be  the 
principal  or  predominant  one. 

By  Mr.  Guttmann: 

Q.  If  all  of  the  properties  were  in  one  state,  would  you 
[2971]  still  feel  that  a  holding  company  would  be  neces¬ 
sary?  A.  Well,  it  might  be.  It  would  depend  on  the 
situation. 

Q.  And  how  do  you  visualize  the  situation  with  regard 
to  these  gas  companies  in  segregation  assuming  that  they 
were  all  in  one  state?  Would  that  require  a  holding  com¬ 
pany? 

.1/r.  Hackney:  That  is  a  pure  hypothetical  question 
and  I  object  to  it  for  that  reason. 

The  Examiner:  All  right.  I  will  sustain  the  objection. 
By  Mr.  Guttmann: 

Q.  What  do  you  visualize  as  the  functions  of  the  holding 
company,  Mr.  Coffman? 

Mr.  Hackney:  You  mean  for  these  specific  companies? 

Mr.  Guttmann:  That  is  right. 

A.  Well,  within  a  more  limited  view  it  would  be  about  the 
situation  that  exists  now.  There  may  be  investments 
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in  other  companies  in  the  same  group  and  corporate  enti¬ 
ties  would  be  maintained  with  one  company  as  the  holding 
company  over  whatever  the  remaining  companies  happened 
to  be  that  were  in  the  group. 

By  Mr.  Guttmann: 

Q.  Have  you  made  any  analysis  to  ascertain  which,  if 
any,  of  the  companies  in  the  gas  group  would  be  in  a  posi¬ 
tion  financially  to  operate  as  a  holding  company  in  segrega¬ 
tion!  A.  I  haven’t  made  such  an  analysis. 

Mr.  Guttmann:  No  further  questions.  Thank  you. 

[Over-night  adjournment.] 

[2976]  Mr.  Hackney:  If  the  Examiner  pleases,  yester¬ 
day  at  transcript  2925,  pursuant  to  Your  Honor’s  sugges¬ 
tion,  I  made  an  extended  offer  of  proof,  which  is  now  in  the 
record.  However,  that  does  not  show  at  the  conclusion  of 
the  offer — by  the  way,  that  is  a  specific  offer  of  proof — it 
does  not  show  an  objection  and  a  ruling  and  I  think,  for 
the  sake  of  the  record,  that  possibly  Commission  staff 
should  make  the  objection  or  else  we  would  like  to  call  Mr. 
Coffman  and  have  him  testify  pursuant  to  our  offer  of 
proof. 

Mr.  Guttmann:  The  objection  which  had  been  made  initi¬ 
ally  we  assumed  to  continue  over  and  we  will  at  this  time 
specifically  for  the  record  object  to  the  reception  of  the 
matter  included  in  the  offer  of  proof  on  the  ground  that 
the  same  is  purely  repetitious. 

The  Examiner:  And  the  objection  is  sustained  and  you 
may  have  an  exception. 

Mr.  Hackney:  And  may  it  he  understood  that  that  was 
made  nunc  pro  tunc,  as  of  the  time  of  the  offer. 

The  Examiner:  I  understood  that  it  was  made  and  I 
think  the  record  should  show  it. 
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Mr.  Hackney:  I  think  it  ought  to  be  specific,  and  that  is 
the  reason  I  raised  the  question  this  morning. 

The  Examiner:  Very  well. 

[Here  follows  cross-examination  by  Commission  coun¬ 
sel  of  the  expert  witness  produced  by  Philadelphia  Com¬ 
pany  as  to  the  financial  policy  followed  since  1935  with 
reference  to  the  refunding  of  the  publicly-held  securities  of 
Philadelphia  Company  and  Duquesne  Light  Company,  and 
the  wisdom  and  soundness  of  that  policy ;  a  week-end  ad¬ 
journment,  and  another  appearance  of  counsel.] 

[3054]  Mr.  Hackney:  Mr.  Coffman. 


Whereupon : 

Paul  B.  Coffman,  previously  sworn,  resumed  the  stand, 
was  examined  and  testified  further  as  follows : 

Direct  Examination: 

Mr.  Hackney:  If  the  Examiner  pleases,  Mr.  Coffman 
has  already  been  sworn,  and  he  has  testified  as  to  his  quali¬ 
fications,  so  I  take  it  it  is  not  necessary  to  repeat  that  testi¬ 
mony.  It  would  be  a  duplication  of  testimony  already 
introduced.  This  is  further  direct  testimony. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  have  you  made  any  further  study  of  the 
operations  of  any  of  the  principal  subsidiaries  in  the  Phila¬ 
delphia  Company  system?  A.  Yes,  sir;  I  have. 

Q.  Will  you  please  explain  the  general  nature  of  these 
studies  ?  A.  I  made  a  study  of  comparatives  on  Duquesne 
Light  Company,  the  Equitable  Gas  Company,  and  the  Pitts¬ 
burgh  Railways  [3055]  System.  This  phase  of  my  study 
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of  the  Philadelphia  Company  system  may  he  briefly  stated 
as  a  comparison  of  the  Electric,  Gas  and  Transportation 
operations  of  the  subsidiaries  of  the  Philadelphia  Company, 
with  other  companies,  which  offer  a  single  service,  in  order 
to  determine  whether  the  services  provided  under  joint 
operation  have  been  satisfactory  and  efficient. 

Such  comparison  was  made  from  the  point  of  view  of 
both  the  consumer  and  the  investor.  I  made  no  attempt 
here  to  cover  all  possible  factors  relating  to  the  efficiency 
of  operations  and  performance  of  the  underlying  subsidi¬ 
aries.  Rather,  it  is  limited  to  an  examination  of  certain 
factors  that  are  more  or  less  commonplace  in  the  everyday 
analysis  of  corporations  in  which  there  is  a  public  interest. 
All  the  comparisons  have  been  made  from  figures  that  are 
readily  available  to  both  the  consumer  and  the  investor. 

Q.  With  respect  to  Duquesne  Light  Company,  what 
companies  did  you  use  as  a  basis  of  comparison?  A. 
With  respect  to  Duquesne  Light  Company,  comparisons 
were  made  with,  (1),  the  electric  industry  as  a  whole  and 
(2)  with  a  group  of  companies  offering  electric  service  only. 
These  companies  were  selected  for  comparison  on  the  fol¬ 
lowing  bases:  They  had  to  derive  100  per  cent  of  their 
revenue  from  electric  energy  sales;  their  generating  capa¬ 
city  had  to  be  at  least  85  per  cent  steam,  and  they  had  to 
generate  at  least  85  per  cent  of  their  energy  requirements. 

[3056]  There  were  nine  companies,  and  only  nine  com¬ 
panies,  which  met  these  tests. 

The  selection  of  the  companies  was  based  upon  1941 
data  and  the  tests  enumerated  have  resulted  in  the  list  of 
companies  given  below. 

Comparisons  were  then  made  for  a  five-year  period, 
namely,  1941-1945,  inclusive.  The  nine  companies  meeting 
the  tests  I  have  mentioned  are  as  follows : 

(1)  Hartford  Electric  Light  Company; 
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(2)  Houston  Lighting  and  Power  Company; 

(3)  Kansas  Gas  and  Electric  Company; 

(4)  Nebraska  Power  Company; 

(5)  Newport  Electric  Company; 

(6)  Sheridan  County  Electric  Company; 

(7)  Staten  Island  Edison  Company; 

(S)  United  Illuminating  Company;  and 

(9)  West  Penn  Power  Company. 

All  of  the  figures  used  in  the  Duquesne  Light  Company 
comparisons  were  taken  from  the  reports  of  the  Federal 
Power  Commission,  entitled  “Statistics  of  Electric  Utilities 
in  the  United  States”,  which  cover  Class  A  and  Class  B 
privately  owned  utilities  in  the  United  States. 

For  the  purpose  of  applying  the  uniform  system  of  ac¬ 
counts,  the  Federal  Power  Commission  has  defined  Class  A 
and  [3057]  Class  B  utilities  as  follows: 

Class  A: 

Utilities  having  either  (1)  annual  electric  operating 
revenue  of  $750,000  or  more,  or,  (2)  the  original  cost  of 
whose  electric  plant  amounts  to  $4,000,000  or  more.  Such 
utilities  shall  keep  all  of  the  accounts  applicable  to  their 
operations  which  are  prescribed  in  the  main  body  of  this 
System  of  Accounts. 

Class  B: 

Utilities  having  annual  electric  operating  revenues  of 
more  than  $250,000  but  less  than  $750,000,  and  the  original 
cost  of  whose  electric  plant  amounts  to  less  than  $4,000,000. 
Such  utilities  shall  keep  all  of  the  accounts  applicable  to 
their  operations  which  are  prescribed  in  the  main  body  of 
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this  System  of  Accounts,  except  those  operating  expense 
accounts  in  which  the  Letter  B  does  not  appear  in  the  prefix. 

In  these  reports,  the  Federal  Power  Commission  makes 
available  a  uniform  presentation,  based  on  the  uniform 
system  of  accounts  of  comprehensive  financial  and  operating 
information  on  every  important  privately  owned  utility 
operating  company  in  the  country. 

The  factors  selected  for  comparison  were  also  taken 
from  the  Federal  Power  Commission  reports.  Such  factors 
as  the  income  accounts  relationships,  the  electric  operating 
expense  relationships,  and  the  balance  sheet  relationships 
[305S]  are  summarized  for  the  electric  industry  as  a  whole 
in  each  of  the  Commission  reports  for  the  years  1941-1945, 
inclusive.  Comparisons  were  made  in  all  instances  ir¬ 
respective  of  whether  the  figures  were  favorable  or  un¬ 
favorable  to  Duquesne  Light  Company. 

Q.  You  stated  that  you  selected  a  group  of  nine  com¬ 
panies  on  certain  bases,  two  of  which  were  that  their 
generative  capacity  had  to  be  at  least  85  per  cent  steam 
and  they  had  to  generate  at  least  85  per  cent  of  their  energy 
requirements.  Why  did  you  choose  this  85  per  cent  group 
of  companies  for  comparison?  A.  It  might  be  well  to 
point  out  here  that  during  the  1941-1945  period,  Duquesne 
produced  practically  100  per  cent  of  its  energy  require¬ 
ments.  There  are  few  other  companies  similar  to  Duquesne 
Light  Company  in  this  respect.  If  a  larger  per  cent  was 
taken  few  companies  would  come  within  the  list  so  that 
there  would  be  no  representative  comparison.  Moreover, 
such  smaller  groups  would  have  been  dominated  by  such 
companies  as  Hartford  Electric  Light  Company  and  United 
Illuminating  Company,  whose  capital  structures  are  un¬ 
usual  in  the  industry. 

If  a  lower  percentage  were  used  the  companies  falling 
into  the  list  would  be  too  far  down  the  line  with  respect  to 
steam  generating  capacity  and  in  the  production  of  energy 


1932a  Testimony — Paul  B.  Coffman — Direct. 


requirements.  I  felt  that  the  use  of  the  85  per  cent  energy- 
ratio  -was  -within  a  reasonable  margin  of  the  Duquesne  Light 
Company’s  100  per  [3059]  cent,  and  the  companies  falling 
into  the  list  were  more  representative  and  comparable  to 
Duquesne  Light  Company. 

Mr.  Hackney:  Will  you  please  mark  this  as  Philadel¬ 
phia  Company’s  Exhibit  88? 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  I  show  you  an  exhibit  which  has  been 
marked  as  Philadelphia  Company’s  Exhibit  88,  consist¬ 
ing  of  charts  numbered  1,  2,  and  3,  and  three  pages  of 
supporting  tables.  Will  you  explain  what  this  exhibit  is? 
A.  The  charts  and  tables  comprising  Philadelphia  Exhibit 
88  constitute  a  comparative  analysis  of  the  electric  cus¬ 
tomers,  sales  and  operating  revenue  of  the  Duquesne  Light 
Company,  of  the  electric  utility  industry  as  a  whole,  of  the 
group  of  nine  qualifying  electric  utility  operating  com¬ 
panies. 

Particular  attention  is  given  to  such  factors  as  the  kilo¬ 
watt  hour  sales  and  revenue  and  the  rate  per  kilowatt  hour 
for  residential  and  commercial  and  industrial  customers. 

Chart  Xo.  1  of  this  exhibit,  captioned  “Electric  Cus¬ 
tomers”  “Sales  and  Operating  Revenue”,  shows  a  per¬ 
centage  breakdown  of  the  customers  served,  the  kilowatt 
hour  sales,  and  the  operating  revenue  of  (1),  the  electric 
industry  as  a  whole,  (2),  the  group  of  nine  companies  and 
(3),  the  Duquesne  Light  Company,  broken  down  by  types 
of  customers  and  showing  comparisons  as  [3060]  between 
the  1941  through  1945  average  and  the  actual  figures  for 
1945. 

Charts  2  and  3  of  this  exhibit,  captioned  “Sales  and 
Revenue  per  residential  customer  and  sales  and  revenue 
per  commercial  and  industrial  customer,  respectively” 
show  the  annual  average  kilowatt  hours  sold,  the  average 
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annual  bill  and  the  average  revenue  per  kilowatt  hour  of 
these  two  types  of  customers,  respectively,  for  the  1941 
through  1945  average,  and  the  actual  figures  for  1945. 

Q.  Was  Philadelphia  Exhibit  88  prepared  by  you  or 
under  your  direction  and  supervision?  A.  It  was. 

Q.  What  was  the  source  of  the  information  compiled 
in  this  exhibit?  A.  The  publication  of  the  Federal 
Power  Commission  entitled  “Statistics  of  Electric  Utili¬ 
ties  in  the  United  States.” 

Mr.  Hackney:  I  now  offer  in  evidence  Philadelphia 
Exhibit  No.  88. 

Mr.  Guttmann:  I  would  like  to  ask  a  few  preliminary 
questions  if  I  might. 

The  Examiner:  Yes. 

By  Mr.  Guttmann: 

Q.  Did  I  understand  you,  Mr.  Coffman,  to  say  that  so 
far  as  the  nine  companies  are  concerned,  that  you  used  in 
your  comparative  basis,  you  took  data  as  of  1941  to  estab¬ 
lish  [3061]  your  yardstick  criteria?  A.  Yes.  The  fig¬ 
ures  for  1941  were  the  basis  for  the  tests  to  make  the 
selection,  and  then  for  each  of  the  years  in  the  period 
1941-1945,  that  group  of  companies  was  maintained  through¬ 
out,  so  that  the  comparison  for  the  five-year  period  would 
be  for  the  same  companies,  and  the  average  would  be  com¬ 
puted  on  a  comparable  basis. 

Q.  What  tests,  if  any,  did  you  make  to  ascertain  to  what 
extent  your  yardsticks  and  their  application  would  show 
a  different  condition  in  the  years  1942  to  1945,  than  they 
did  in  the  year  1941?  A.  I  made  some  tests  in  that 
regard,  and  there  were  some  differences,  so  that  by  using  a 
different  year  or  number  of  years  than  the  five-year  period, 
there  might  have  been  some  differences;  in  order  that  I 
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might  get  some  idea  of  trend  as  well  as  of  specific  com¬ 
parison. 

I  felt  that  a  five-year  period  was  a  reasonable  time,  and 
therefore,  1941  was  the  year  which  was  needed  to  establish 
the  group. 

Q.  Were  some  of  the  differences,  or  variances,  generally 
speaking,  that  you  observed  occurring  in  the  years  subse¬ 
quent  to  1941? 

[An  objection  by  counsel  for  Philadelphia  Company  was 
here  sustained.] 

[3062]  By  Mr.  Guttmann: 

Q.  Why  was  Cleveland  Electric  Illuminating  Company 
not  included  in  the  companies  used  as  the  basis  here  for 
comparison?  A.  Well,  I  don’t  recall  the  specific  reason 
at  the  moment,  but  in  the  figures  for  1941  it  did  not  qualify 
under  the  tests  mentioned — which  one,  I  cannot  state  at  the 
moment. 

Q.  When  you  use  an  industry  average,  Mr.  Coffman,  in 
this  exhibit,  is  the  same  included  in  the  industry  figures  on 
which  the  average  is  based?  [3063]  A.  Yes,  I  believe 
it  is. 

Q.  You  are  then  comparing  an  average  including  Du- 
quesne  against  Duquesne,  is  that  right?  A.  Yes,  except 
that  it  should  be  noted  that  there  are  many  companies  in¬ 
cluded  in  the  average,  so  that  that  particular  situation 
would  not  carry  much  weight. 

Mr.  Guttmann:  No  objection. 

The  Examiner:  The  exhibit  will  come  in. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  in  Philadelphia  Exhibit  88,  as  well  as 
in  other  exhibits  to  be  identified  by  you  later,  I  believe  you 
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have  made  comparisons  as  between  the  five-year  average 
for  the  years  1941  through  1945,  and  the  year  1945  alone. 
Will  you  tell  us  why  this  comparison  was  sought  to  be  sig¬ 
nificant?  A.  Well,  in  the  first  place,  the  ratio  for  any 
one  particular  year  might  not  furnish  an  adequate  or  true 
comparative  picture  for  either  the  industry  or  the  nine- 
company  group  or  for  the  Duquesne  Light  Company. 

In  the  second  place,  the  use  of  both  the  five-year  period 
and  for  the  last  year,  1945,  furnished  an  excellent  indication 
of  trend  in  the  analysis  of  the  ratios  set  forth  on  the  charts. 

Q.  Why  did  you  not  use  the  1946  figures  for  comparison, 
instead  of  the  figures  for  1945?  [3064]  A.  The  Federal 

Power  Commission  has  issued  no  publication  containing 
electric  utility  statistics  for  1946.  If  such  a  publication 
had  been  available,  I  would  have  preferred  to  use  the  1946 
figures  as  being  the  most  recent  available.  I  could  have  ob¬ 
tained  some  1946  figures  from  annual  reports  of  some  of 
the  companies,  but  annual  reports  from  all  the  companies 
were  not  available,  and  even  if  they  had  been  available,  I 
had  no  assurance  that  the  statistics  would  have  been  pre¬ 
sented  on  a  uniform  basis  throughout.  For  these  reasons 
I  used  the  1945  figures  in  my  comparisons. 

Q.  Now,  turning  to  Chart  No.  1,  the  first  page  of  Phila¬ 
delphia  Exhibit  8S,  will  you  tell  us  the  principal  significance 
of  the  graphs  and  bars  shown  on  this  chart?  A.  Chart 
No.  1  of  Philadelphia  Exhibit  88  presents  a  background  of 
the  type  or  makeup  of  the  electric  business  of  Duquesne 
Light  Company  as  compared  with  the  industry  as  a  whole, 
and  the  nine-company  group. 

Looking  first  in  the  upper  left  box  of  the  chart,  at  the 
number  of  customers,  the  first  three  columns  show  the  per¬ 
centage  breakdown  of  customers  on  an  average  basis  for 
the  period  1941-1945. 

The  columns  on  the  right  side  of  the  box  show  the  per¬ 
centage  breakdown  of  customers  for  the  year  1945  only. 
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Chart  Xo.  1  shows  that  the  ratios  for  the  year  1945  alone 
were  similar  in  most  respects  to  the  ratios  shown  during  the 
1941-1945  period.  There  was  no  change  in  the  percentage 
[3065]  breakdown  in  the  customers  of  Duquesne  Light 
Company  in  1945  as  compared  with  the  five-year  period. 
As  for  the  electric  utility  industry  and  the  nine  companies, 
only  slight  variation  in  the  customer  classification  was 
shown. 

It  will  also  be  seen  that  Duquesne  Light  Company  has 
no  rural  customers,  since  it  operates  in  the  industrial  area 
of  the  City  of  Pittsburgh. 

In  the  upper  right  box  the  breakdown  of  kilowatt  hour 
sales  is  shown.  It  will  be  seen  that  the  industry,  the  nine- 
company  group,  and  Duquesne  Light  Company  each  had 
an  increase  in  the  kilowatt-hour  sales  for  residential  cus¬ 
tomers  in  1945  over  the  five-year  average.  Both  the  indus¬ 
try  and  Duquesne  had  a  slight  decrease  in  the  kilowatt 
hours  for  commercial  and  industrial  customers,  while  the 
nine-company  group  had  a  slight  increase. 

On  the  other  hand,  both  the  industry  and  the  nine-com¬ 
pany  group  decreased  their  kilowatt  hour  sales  to  other  cus¬ 
tomers,  while  Duquesne  Light  Company  increased  such 
sales. 

In  the  lower  box  the  percentage  breakdown  of  operating 
revenue,  as  between  types  of  customers,  is  shown  for  the 
five-year  period  and  for  1945  for  the  industry,  the  nine-com¬ 
pany  group,  and  Duquesne  Light  Company. 

While  there  are  some  slight  variations  for  residential 
and  commercial  and  industrial  customers,  as  between  the 
five-year  period  and  1945,  the  variations  are  not  particu¬ 
larly  [3066]  significant  and  show  no  trend. 

The  comparisons  made  on  this  chart  afford  a  clear 
picture  of  the  type  of  customer  served  and  the  makeup  of 
unit  and  dollar  sales  as  between  the  Duquesne  Light  Com¬ 
pany  and  the  electric  industry  and  the  nine-company  group. 
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It  is  interesting  to  note  that  there  is  a  closer  relation¬ 
ship  in  most  respects  between  the  Dnqnesne  Light  Company 
and  the  nine-company  group. 

Q.  Now,  turning  to  chart  Xo.  2  of  Philadelphia  Ex¬ 
hibit  88,  will  you  tell  us  the  principal  significance  of  that 
chart  and  what  it  shows?  A.  Chart  Xo.  2  shows  the 
annual  average,  kilowatt  hour  sales,  the  average  annual 
hill  and  the  average  revenue  per  kilowatt  hour  per  residen¬ 
tial  customer,  both  for  a  1941-1945  average  and  for  1945 
only. 

From  the  upper  left  box  of  the  chart  it  is  apparent  that 
both  for  the  five-year  period  and  for  1945  the  annual  average 
kilowatt  hours  sold  per  residential  customer  by  Duquesne 
Light  Company  exceeded  that  of  the  industry  and  of  the 
nine-company  group. 

As  to  the  average  revenue  per  kilowatt  hour  for  the  five- 
year  period,  Duquesne  Light  Company  is  only  two  cents 
above  the  low  figure  of  the  nine-company  group,  while  for 
1945  Duquesne  Light  Company  is  almost  exactly  half-way 
between  the  low  of  the  nine-company  group  and  the  high 
of  the  industry. 

[3067]  As  to  Chart  Xo.  2,  I  believe  that  the  kilowatt 
hour  sales  and  the  average  revenue  per  kilowatt  hour  are 
the  most  significant  figures,  because  the  average  annual 
bill  is  merely  the  result  of  these  two  other  factors. 

Q.  With  reference  to  Chart  Xo.  2  of  Philadelphia  Ex¬ 
hibit  88,  what  is  your  conclusion  from  the  comparisons 
there  shown?  A.  I  believe  that  the  comparisons  shown 
on  Chart  Xo.  2  favor  Duquesne  Light  Company.  In  the 
first  place,  it  shows  a  higher  annual  average  kilowatt- 
hours  sold  per  residential  customer  than  the  other  two 
groups. 

In  the  second  place,  in  my  opinion,  the  important  com¬ 
parison  here  is  with  the  industry  as  a  whole.  In  this  in- 
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stance,  Duquesne  Light  Company  showed  a  lower  average 
rate  for  residential  service.  The  nine-company  group 
showed  only  a  slightly  lower  revenue  per  kilowatt-hour  than 
the  Duquesne  Light  Company  both  in  the  period  1941-1945, 
and  1945  only.  It  can  be  seen  that  the  average  rate  per 
kilowatt-hour  of  3.49  cents  for  Duquesne  Light  Company  in 
the  five-year  period  approximates  the  3.47  cent  figure  for 
the  nine-company  group. 

Q.  Now,  turning  to  Chart  No.  3  of  Philadelphia  Exhibit 
8S,  will  you  please  explain  the  significance  of  that  chart? 
A.  This  chart  is  similar  to  Chart  No.  2,  except  that  it  per¬ 
tains  to  commercial  and  industrial  customers.  The  chart 
shows  that  the  commercial  and  industrial  sales  of  Duquesne 
Light  Company  were  substantially  higher  than  for  the 
electric  [3068]  industry  as  a  whole  or  for  the  nine-company 
group,  both  for  the  five-year  period  and  for  1945. 

Likewise,  the  upper  right  box  shows  that  the  average 
annual  bill  was  substantially  higher  for  Duquesne  Light 
Company  than  for  the  other  two  groups  reflecting  the 
larger  unit  sales. 

In  contrast,  the  average  revenue  per  kilowatt-hour  from 
commercial  and  industrial  consumers  was  considerably 
lower  than  either  the  industry  or  the  nine-company  group. 

It  is  obvious  from  this  chart  that  the  comparisons  re¬ 
flect  very  favorably  upon  the  Duquesne  Light  Company. 

Q.  What  was  the  next  step  in  your  study  of  Duquesne 
Light  Company’s  position  in  the  industry?  A.  Having 
analyzed  the  sales  and  revenue  of  the  Duquesne  Light  Com¬ 
pany  as  compared  with  the  industry  and  the  nine-company 
group,  I  next  considered  various  income  account  relation¬ 
ships.  Such  relationships  are  covered  in  a  second  group 
of  exhibits  which  I  prepared. 

Mr.  Hackney:  I  would  like  to  have  this  marked  as 
Philadelphia  Exhibit  89. 
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By  Mr.  Hackney: 

Q.  Is  Philadelphia  Exhibit  89,  which  I  have  just  had 
marked,  the  second  group  of  exhibits  which  you  have  men¬ 
tioned!  A.  Yes,  sir;  it  is. 

[3069]  Q.  Will  you  state  what  Philadelphia  Exhibit  89 
shows?  A.  This  is  an  exhibit  consisting  of  two  charts, 
marked  Numbers  4  and  5,  each  styled  “Income  Account 
Relationships”  and  three  pages  of  supporting  tables. 

The  charts  and  tables  contained  in  this  exhibit  constitute 
a  comparison  of  various  income  account  relationships  as 
between  Duquesne  Light  Company,  the  nine-company  group 
I  have  previously  mentioned,  and  the  electric  utility  in¬ 
dustry  as  a  whole.  The  exhibit  was  prepared  by  me  or 
under  my  direction  and  supervision. 

[3070]  Q.  What  was  the  source  of  the  information  com¬ 
piled  in  this  exhibit  ?  A.  The  publication  of  the  Federal 
Power  Commission  entitled  “Statistics  of  Electric  Utili¬ 
ties  in  the  United  States”  furnished  the  underlying  or 
basic  figures.  The  ratios  for  the  industry  as  a  whole  were 
taken  from  the  above-mentioned  source,  while  those  for 
the  Duquesne  Light  Company  and  the  nine-company  group 
are  computed  from  figures  in  the  same  source. 

Mr.  Hackney:  If  the  Examiner  pleases,  I  now  offer  in 
evidence  Philadelphia  Exhibit  89. 

The  Examiner:  Is  there  objection? 

Mr.  Guttmann:  Just  one  clarifying  question  or  two. 

By  Mr.  Guttmann: 

Q.  In  your  operating  expenses  on  Chart  4  of  Exhibit 
89,  Mr.  Coffman,  so  far  as  Duquesne  is  concerned,  have  you 
included  in  the  operating  expenses  the  amount  of  amorti¬ 
zation  in  Account  100.5?  A.  Well,  I  can’t  answer  that 
question  as  to  the  account  number  at  the  moment.  Some 
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amortization  is  included.  As  to  whether  it  pertains  to  that 
particular  account,  I  will  have  to  check  my  work  papers  to 
see. 

Q.  Do  you  know  when  Duquesne  began  amortization  on 
100.5?  A.  No,  I  can’t  answer  that  offhand. 

Q.  Do  you  know  whether  there  is  amortization  of  100.5 
[3071]  accounts  included  as  to  any  of  the  nine  companies 
that  you  use  as  the  basis  of  comparison  in  operating  ex¬ 
penses  per  Chart  4?  A.  Well,  I  believe  there  is,  but  I 
can 't  answer  that  definitely  at  the  moment. 

Q.  Xow,  Mr.  Coffman,  I  note  that  the  very  first  box 
on  Chart  4,  entitled  “Electric  Revenue”  apparently  indi¬ 
cates  that  100  per  cent  of  the  electric  revenue  is  the  equiv¬ 
alent  of  operating  revenue  for  both  the  nine  companies  and 
Duquesne  Light  Company  both  for  1945  and  for  the  average 
of  thp  years  1941  to  1945.  Yet,  in  looking  at  Exhibit  P-88, 
on  the  first  chart,  operating  revenues  both  for  the  nine  com¬ 
panies  and  for  Duquesne  seemingly  indicate  the  presence  of 
an  item  designated  “Other  Electric  Revenues”  and  also 
“Other”.  In  the  first  place,  I  would  like  to  know  what  is 
the  other  revenue,  and,  in  the  second  place,  what  has  be¬ 
come  of  that  in  the  transition  from  88  to  89.  A.  Well, 
in  Exhibit  No.  SS,  Chart  Xo.  1,  with  respect  to  operating 
revenue,  there  was  from  other  electric  revenues  1.3  per  cent 
of  100  per  cent. 

Q.  You  are  speaking  of  the  industry  figures,  Mr.  Coff¬ 
man,  at  the  moment!  A.  Speaking  of  the  entire  in¬ 
dustry,  yes. 

In  the  case  of  Duquesne  Light  Company,  the  other  elec¬ 
tric  revenues  were  2.2  per  cent  for  the  five-year  period  to 
the  total  of  100  per  cent  In  the  case  of  the  nine-company 
group,  [3072]  it  was  1.8  per  cent  to  total. 

Q.  And  then  there  is  the  item  designated  “Other,” 
which,  according  to  Chart  1  of  Exhibit  88,  for  the  industry 
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represented  14.8  per  cent,  for  the  nine-company  group 
10.1  per  cent  and  for  Duquesne  6.2  per  cent  in  your  five- 
year  average  period,  isn’t  that  right?  A.  Well,  with 
respect  to  Duquesne  Light  Company,  all  other  revenue 
which  goes  along  with  the  residential  or  domestic,  the 
rural,  the  commercial  and  industrial,  accounted  for  6.2  per 
cent,  and  in  the  case  of  the  electric  utility  industry  was 
14.8  per  cent. 

Q.  What  was  the  nature  of  this  other  revenue  that  is 
in  there,  Mr.  Coffman,  and  what  became  of  it  in  transition 
from  88  to  S9?  A.  Well,  in  Exhibit  89  the  figure  of  100 
per  cent  represents  the  total  of  all  operating  revenues,  so 
that  it  includes  the  other  electric  revenues. 

Q.  So  that  it  is  your  contention  that  all  of  the  operating 
revenues  shown  on  Chart  1  of  Exhibit  88  for  the  industry, 
for  the  nine  companies  and  for  Duquesne  is  representative 
of  electric  revenue?  A.  No.  On  Chart  No.  1  of  Exhibit 
88  the  operating  figure  shown  there  is  the  total  electric 
operating  revenue,  which  represents  the  100  per  cent. 

Q.  Well,  why  is  it  that  on  89,  at  Chart  4,  you  reflect 
[3073]  86  per  cent  as  being  representative  of  the  ratio  of 
electric  revenue  to  operating  revenue  of  the  industry 
column,  whereas  you  use  100  per  cent  for  both  the  nine- 
company  comparative  group  and  Duquesne?  A.  Well, 
I  think  I  will  have  to  check  that.  I  can’t  give  you  the  answer 
at  the  moment,  Mr.  Guttmann. 

Q.  On  the  second  page  of  89,  Mr.  Coffman,  marked  Chart 
No.  5,  you  have  the  legend  “Appropriations  on  Preferred 
and  Common  Stocks.”  What  do  you  mean  by  “Appro¬ 
priation?”  A.  Those  are  the  dividends. 

Q.  Is  that  representative  of  dividends  paid  in  each 
instance?  A.  Well,  it  would  he  the  dividends  actually 
declared  within  the  period,  in  the  event  one  dividend  was 
paid  in  the  following  year. 
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Q.  Also  on  Chart  5,  you  have  a  box  representative  of 
total  depreciation  in  per  cent  of  total  utility  plant.  Is  the 
utility  plant  in  each  instance,  as  regards  the  industry 
column,  the  nine-company  column  and  Duquesne,  represen¬ 
tative  of  original  cost  or  is  it  on  varying  bases?  A.  I 
don’t  recall  at  the  moment.  The  answer  to  that  is  that  the 
figures  for  those  items  are  as  reported  in  the  publication  of 
the  Federal  Power  Commission. 

Q.  How  about  Duquesne?  Is  that  on  original  cost? 
A.  I  will  have  to  check  that. 

[Here  follows  objection  by  Commission  counsel  to  the 
introduction  of  Philadelphia  Ex.  89,  which  objection  was 
sustained.] 

[3074]  By  Mr.  Hackney: 

Q.  Mr.  Coffman,  during  the  recess  have  you  had  occa¬ 
sion  to  check  the  upper  left-hand  box  on  Chart  No.  4  of 
Philadelphia  Exhibit  S9?  A.  Yes,  I  have. 

Q.  Can  you  answer  now  Mr.  Guttmann’s  questions  with 
reference  to  that  box?  A.  Well,  the  figure  which  was 
referred  to  relates  to  the  industry  as  a  whole,  and  the  figure 
which  shows  86  per  cent  in  the  upper  left  box  is  as  to  that 
portion  of  the  total  which  relates  directly  to  electric  revenue 
for  the  industry  as  a  whole.  The  other  relates  to  other 
services.  Therefore,  the  figure  shows  as  86  per  cent,  and 
that  actual  figure  is  reported  as  such  in  the  Federal  Power 
Commission  statistics  of  electric  utilities  in  the  United 
States. 

[3075]  Q.  In  other  words,  as  I  understand  you,  for  the 
bar  showing  electric  revenue  and  per  cent  of  operating 
revenue  for  the  industry  for  the  1941  to  1945  average,  the 
industry  had  other  revenues  and  this  merely  shows  a  per¬ 
centage  of  electric  revenue  to  total  operating  revenue? 
A.  That  is  correct. 
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Q.  Now,  as  to  the  nine  companies,  I  believe  you  testi¬ 
fied  that  one  basis  for  selecting  the  nine  companies  was  on 
the  basis  that  you  arrived  at  100  per  cent  of  their  revenue 
from  electric  energy  sales.  Is  that  the  reason  why  you 
show  100  per  cent  for  the  nine-company  group?  A.  Yes, 
sir,  that  is  correct. 

Q.  Now,  is  the  same  true  for  the  three  bars  pertaining 
to  the  year  1945  ?  A.  Yes,  sir,  that  is  correct. 

Q.  And  the  same  is  true  for  Duquesne  Light  Company, 
I  believe,  is  that  correct?  A.  Yes. 

Q.  Now,  turning  to  Chart  No.  5  of  Philadelphia  Exhibit 
89,  the  upper  left-hand  box  again,  are  those  per  cents  based 
upon  official  figures  of  the  Federal  Power  Commission  taken 
from  the  publications  to  which  you  have  referred?  A. 
Yes,  sir,  they  are. 

Q.  And  they  are  based  upon  the  total  utility  plant  as 
shown  in  those  publications?  [3076]  A.  As  reported  in 
those  publications,  that  is  correct. 

Q.  And  is  the  same  true  for  the  industry,  for  the  nine- 
company  group,  and  for  Duquesne  Light  Company?  A. 
Yes,  sir,  it  is. 

The  Examiner:  The  Duquesne  figures  are  taken  from 
the  Federal  Power  Commission  books,  is  that  correct? 

The  Witness:  Federal  Power  Commission  report,  that 
is  right. 

Mr.  Hackney:  If  the  Examiner  pleases,  on  the  basis  of 
that  I  renew  my  offer  of  Philadelphia  Exhibit  89. 

[An  objection  by  Commission  counsel  was  overruled.] 
By  Mr.  Hackney: 

Q.  Now,  Mr.  Coffman,  will  you  explain  the  data  shown 
in  the  chart  marked  No.  4  of  Philadelphia  Exhibit  89? 
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Mr.  Guttmann:  May  it  be  understood  that  we  will  seek 
a  blanket  objection  to  any  questions  on  the  exhibit? 

The  Examiner:  Very  well. 

[3077]  Mr.  Hackney:  I  cannot  sit  quiet  while  he  makes 
a  blanket  objection  because  it  seems  to  me  that  if  there  are 
any  objections - 

The  Examiner:  Well,  all  further  re-direct  on  the  exhibit 
will  be  under  his  objection,  a  continuing  objection. 

Mr.  Hackney:  It  goes  to  your  objection  to  the  admissi¬ 
bility  of  the  exhibit,  Mr.  Guttmann? 

Mr.  Guttmann:  That  is  right,  sir. 

Mr.  Hackney:  And  nothing  else? 

.1/r.  Guttmann:  That  is  right,  unless  specifically  stated. 
By  Mr.  Hackney: 

Q.  Xow,  will  you  answer  the  question,  please,  Mr. 
Coffmann?  A.  On  Chart  No.  4  of  Philadelphia  Exhibit 
89,  I  show  the  Duquesne  Light  Company,  for  the  nine- 
company  group,  and  for  the  electric  utility  industry  as  a 
whole  the  following  ratios: 

Electric  revenue  to  total  operating  revenue; 

Operating  expenses  to  electric  operating  revenue; 

Depreciation  to  electric  operating  revenue; 

Taxes  to  electric  operating  revenue ; 

Total  expenses  to  electric  operating  revenue ;  and 

Operating  income  to  electric  operating  revenue ;  for  both 
the  average  of  the  five-year  period  1941-1945,  and  for  1945 
alone. 

Q.  Now,  what  are  the  more  significant  ratios  shown  on 
[3078]  Chart  No.  4,  and  will  you  also  explain  such  other 
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factors  about  Chart  No.  4  as  you  think  would  be  helpful? 
A.  In  the  upper  middle  box  on  this  chart  I  show  the  relation¬ 
ship  of  operating  expenses  to  electric  operating  revenue. 
It  will  be  seen  that  the  operating  expense  ratio  for  Du- 
quesne  was  substantially  lower  than  that  of  the  industry  or 
of  the  nine-company  group  for  both  the  five-year  period 
and  for  1945. 

Then  I  call  attention  to  the  ratio  of  total  expenses  to 
electric  operating  revenue,  where  again  Duquesne ’s  ratio 
for  both  the  five-year  period  and  for  1945  is  substantially 
lower  than  that  of  the  industry  or  of  the  nine-company 
group. 

Because  of  the  greater  carry-down  of  operating  revenue 
for  Duquesne,  it  is  natural  to  find  that  the  ratio  of  operat¬ 
ing  income  to  electric  operating  revenue  is  substantially 
higher  for  both  periods  than  that  of  the  industry  or  the 
nine-company  group.  This,  of  course,  reflects  the  lower 
operating  ratio  for  Duquesne  Light  Company,  the  over-all 
operating  ratio  of  Duquesne  being  substantially  lower  than 
that  of  either  the  industry  or  the  nine-company  group  for 
both  periods. 

Q.  Turning  now  to  Chart  No.  5  of  Philadelphia  Exhibit 
89,  will  you  please  explain  this  chart  and  the  significance 
of  the  ratios  shown  thereon?  A.  Chart  No.  5  shows  the 
following  ratios  in  graph  form  for  Duquesne  Light  Com¬ 
pany,  the  electric  utility  industry  as  a  whole,  and  the  nine- 
company  group. 

[3079]  Total  depreciation  to  total  utility  plant ; 

Interest  on  long-term  debt  to  operating  revenue ; 

Interest  on  long-term  debt  on  a  times  earned  basis ; 

Net  income  to  operating  revenue; 
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Appropriations  on  preferred  and  common  stock  to  oper¬ 
ating  revenue  and  to  net  income;  for  both  the  average  of 
the  1941-1945  period  and  for  1945  alone. 

The  ratio  of  total  depreciation  to  total  utility  plant, 
for  Duquesne,  the  nine  companies  and  for  the  industry,  are 
almost  the  same  for  both  periods.  As  to  interest  on  long- 
ternl  debt,  while  Duquesne  stands  between  the  nine-com¬ 
pany  group  and  the  industry  for  both  periods  as  regards 
the  ratio  to  operating  revenue,  yet  on  a  times  earned  basis 
there  was  a  greater  average  coverage  of  interest  charges 
for  Duquesne  Light  Company  than  either  the  industry  or 
the  nine-company  group  during  the  1941-1945  period.  For 
1945,  Duquesne ’s  coverage  of  interest  charges  was  5.2  times 
as  against  5.5  times  for  the  nine  companies,  and  4.2  times 
for  the  industry. 

[3080]  In  my  opinion  the  coverage  of  interest  charges 
for  Duquesne  Light  Company  is  much  better  than  the 
average  in  the  industry  as  shown  by  Chart  No.  5. 

With  respect  to  the  coverage  for  the  nine-company  group 
it  must  be  remembered  that  the  common  stock  capitaliza¬ 
tion  of  such  companies  as  Hartford  Electric  Company  and 
LTnited  Illuminating  Company  permitted  an  above-average 
coverage  for  the  group.  The  ratio  of  net  income  to  operat¬ 
ing  revenue  is  shown  in  the  lower  left  box  of  the  chart. 

As  in  the  case  of  operating  income,  there  was  a  sub¬ 
stantially  greater  carry-down  of  operating  revenue  to  net 
income  for  Duquesne  Light  Company  than  for  either  the 
industry  or  the  nine-company  group.  The  remaining  boxes 
on  the  chart  show  the  relationship  of  dividend  appropria¬ 
tions  on  both  the  preferred  and  common  stocks  on  two 
bases, — one,  percentage  of  operating  revenue  and,  two,  per¬ 
centage  of  net  income. 

In  relation  to  operating  revenue,  the  dividend  appro¬ 
priations  on  the  preferred  and  common  stocks  for  the  Du- 
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quesne  Light  Company  during  1941-1945  period  averaged 
23.5  per  cent.  This  compared  with  a  ratio  of  12.2  per  cent 
for  the  industry  as  a  whole  and  15.2  per  cent  for  the  nine 
companies. 

The  higher  ratio  for  Duquesne  Light  Company  reflected 
mainly  the  larger  appropriation  of  common  dividends  paid 
out  than  either  the  industry  or  the  nine  companies.  For 
1945  only  Duquesne  Light  Company  showed  an  appropri¬ 
ation  on  preferred  [30S1]  and  common  stocks  equivalent 
to  22  per  cent  of  the  operating  revenue,  as  compared  with 
11  per  cent  for  the  industry  as  a  whole  and  12.9  per  cent 
for  the  nine  companies. 

In  per  cent  of  net  income  the  Duquesne  Light  Company 
during  the  five-year  period  1941-45  paid  out  in  preferred 
and  common  dividends,  96.4  per  cent  as  against  80.5  per 
cent  for  the  industry  and  79.8  per  cent  for  the  nine  com¬ 
panies. 

For  1945  the  ratio  was  99.4  per  cent  for  the  Duquesne 
Light  Company  as  compared  with  76.2  per  cent  for  the 
industry  and  68.7  per  cent  for  the  nine  companies. 

The  greater  proportion  of  earnings  paid  out  in  divi¬ 
dends  by  the  Duquesne  Light  Company  was  made  pos¬ 
sible  by  the  Company’s  strong  financial  position  and  the 
conservative  capital  structure  of  the  company. 

Q.  In  view  of  Duquesne  Light  Company’s  strong  oper¬ 
ating  and  financial  condition  would  you  say  that  the  com¬ 
pany  paid  out  an  unduly  high  amount  of  earnings  in  divi¬ 
dends?  A.  Mo,  I  do  not  believe  so.  If  the  Company 
adequately  meets  its  other  financial  requirements  it  may  be 
in  a  position  where  it  can  pay  out  practically  all  of  its 
earnings  in  dividends. 

Q.  Now,  Mr.  Coffman,  after  completing  your  exhibits 
showing  various  income  account  relationships,  what  was 
the  next  step  in  your  study?  A.  I  then  made  a  study  in 
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greater  detail  of  the  ratios  [3082]  of  various  operating  ex¬ 
penses  and  these  ratios  are  covered  in  my  next  group  of 
exhibits  which  I  prepared. 

Mr.  Hackney:  Will  you  please  mark  this  as  Phila¬ 
delphia  Exhibit  90  ? 

By  Mr.  Hackney: 

Q.  I  have  just  had  marked  for  identification  some 
papers  marked  Philadelphia  Exhibit  90.  Is  this  Exhibit  90 
a  group  of  exhibits  which  you  have  just  mentioned  ?  A. 
Yes,  it  is. 

Q.  Will  you  state  what  Philadelphia  Exhibit  90  is? 
A.  Philadelphia  Exhibit  Xo.  90  consists  of  two  charts  each 
styled  “Electric  Operating  Expense  Relationships”  and 
three  pages  of  supporting  tables. 

The  exhibit  was  prepared  by  me  or  under  my  direction 
and  supervision.  The  source  of  the  underlying  data  is  the 
same  publication  of  the  Federal  Power  Commission  which 
I  have  previously  mentioned. 

The  boxes  on  the  first  page  of  this  exhibit,  marked 
Chart  Xo.  6,  show  for  Duquesne  Light  Company  for  the 
nine-company  group  and  for  the  electric  utility  industry 
as  a  whole  the  following  ratios :  Total  operating  expenses 
to  operating  revenue;  maintenance  to  operating  revenue; 
maintenance  and  [30S3]  depreciation  to  operating  rev¬ 
enue;  production,  transmission  and  distribution  expenses 
to  operating  revenue;  production  and  transmission  ex¬ 
penses  in  mills,  per  kilowatt  hour  sold;  distribution  ex¬ 
penses  in  dollars  per  customer,  for  both  the  average  of  the 
five-year  period  1941-45  and  for  1945  alone. 

The  second  page  of  this  exhibit  is  marked  “Chart  Xo. 
7”  and  contains  boxes  showing,  for  Duquesne  Light  Com¬ 
pany,  the  nine-company  group,  and  the  electric  utility 
industry  as  a  whole,  the  following  ratios: 
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Customers’  Accounting  and  Collecting  expenses  to 
operating  revenue  and  in  dollars,  per  customer: 

Sales  promotion  expense  to  operating  revenue ;  and 

Administration  and  General  expenses  to  operating 
revenue,  for  both  the  average  of  the  five-year  period  1941- 
1945  and  for  1945  alone. 

Q.  Again,  as  to  the  underlying  figures  from  which  this 
exhibit  was  prepared,  were  those  figures  taken  from  the 
publication  of  the  Federal  Power  Commission  to  which 
you  have  referred!  A.  Yes,  they  were. 

Mr.  Hackney:  I  now  offer  in  evidence  Philadelphia  Ex¬ 
hibit  90. 

The  Examiner:  Is  there  objection! 

Mr.  Guttmann:  Just  one  clarifying  question,  if  I  may, 
sir. 

[30S4]  By  Mr.  Guttmann: 

Q.  So  far  as  the  various  expense  relationships  that  you 
portray  in  Exhibit  90  are  concerned,  you  selected  them  out 
of  a  larger  number  of  expense  relationships  than  are  set 
forth  in  the  FPC  publication,  did  you  not,  sir !  A.  Those 
are  the  various  comparisons  that  are  made  in  the  Federal 
Power  Commission’s  Statistics  of  Electric  Utilities  in  the 
United  States,  so  far  as  those  expenses  are  concerned. 

Q.  And  does  the  FPC  study  cover  other  expenses  that 
you  did  not  consider,  or  have  you  given  all  of  them!  A. 
No.  So  far  as  electric  operating  expense  relationships  are 
concerned,  I  covered  them  all. 

Q.  And  so  far  as  your  supporting  tables  are  concerned, 
Charts  6  and  7,  where  you  employed  percentage  figures, 
were  those  percentage  figures  taken  directly  from  the  FPC 
study  or  are  they  percentage  figures  that  were  calculated 
by  you!  A.  Those  percentage  figures  are  taken  from 
the  Federal  Power  Commission  report. 
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Q.  And  is  the  same  true  as  to  the  previous  exhibits 
where  you  have  supporting  tables?  A.  Yes,  sir;  that  is 
correct. 

Q.  In  the  total  maintenance  and  depreciation  segment 
of  Chart  6,  do  you  know  to  what  extent  deferred  mainte¬ 
nance  is  reflected?  A.  I  don’t  know  what  that  amount 
is. 

[3085]  Q.  As  to  the  nine  companies  that  you  examined, 
do  you  know  whether  deferred  maintenance  is  included  in 
the  maintenance  figures?  A.  Those  figures  are  as  re¬ 
ported  by  the  Federal  Power  Commission. 

Q.  As  to  Duquesne,  has  there  been  any  appreciable 
degree  of  deferred  maintenance  included  in  the  period  1941 
to  1945  or  the  year  1945  as  reflected  on  Chart  6? 

.1/r.  Hackney:  That  is  objected  to,  because  that  is  cross- 
examination.  The  witness  has  testified  the  figures  come 
from  the  Federal  Power  Commission  reports,  which  he 
has  identified,  and  if  they  want  to  attack  the  Federal  Power 
Commission  reports,  they  are  at  liberty  to  do  so. 

Mr.  Guttmann:  Respondents  are  offering  it  for  a  pur¬ 
pose,  and  we  think  we  are  entitled  to  know  the  basis  upon 
which  the  exhibit  is  made  up  and  what  it  contains. 

The  Examiner :  If  he  says  he  took  the  Duquesne  figures 
for  maintenance  from  the  Federal  Power  report,  that  will 
end  it  as  far  as  I  am  concerned. 

The  Witness:  That  is  where  they  come  from,  sir. 

The  Examiner:  All  right. 

Mr.  Guttmann:  No  objection. 

The  Examiner:  It  will  come  in. 

[3086]  By  Mr.  Hackney: 

Q.  Mr.  Coffman,  will  you  tell  us  what  are  the  more  sig¬ 
nificant  ratios  shown  on  Charts  6  and  7  of  Philadelphia 
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Exhibit  90,  and  give  your  reasons  for  your  conclusions  t 
A.  In  the  upper  left  box  of  Chart  6,  Exhibit  90, 1  repeat  the 
box  which  is  shown  as  the  upper  middle  box  on  chart  4 
of  Philadelphia  Exhibit  S9. 

I  do  this  for  convenience  of  use  in  comparing  these 
ratios  with  the  other  ratios  on  Chart  6  in  Philadelphia  Ex¬ 
hibit  90. 

The  other  two  upper  boxes  on  this  chart  show  the  ratios 
of  maintenance  and  of  maintenance  and  depreciation  to 
operating  revenue. 

It  will  be  seen  that  the  ratios  of  Duquesne  Light  Com¬ 
pany,  and  the  nine-company  group  and  of  the  industry  show 
no  significant  differences,  all  ratios  being  very  close  to¬ 
gether.  In  the  lower  boxes  on  Chart  No.  6  the  production, 
transmission  and  distribution  expenses  are  analyzed.  The 
ratios  are  grouped  together  to  provide  a  better  comparative 
picture. 

The  physical  characteristics  of  utility  companies  are 
different  in  many  respects  and  only  by  looking  at  all  three 
items  can  one  obtain  a  true  comparative  picture  of  the  oper¬ 
ating  costs. 

[3087]  It  will  be  seen  that  in  the  per  cent  of  operating 
revenue,  the  production,  transmission  and  distribution  ex¬ 
penses  for  Duquesne  Light  Company  were  substantially 
lower  for  both  the  five-year  period  and  for  1945,  than  either 
the  nine-company  group  or  the  industry. 

The  production  and  transmission  expenses  are  also 
shown  on  a  unit  basis,  that  is,  mills  per  kwh  sold.  The 
distribution  expenses,  however,  are  shown  on  the  basis  of 
dollars  per  customers. 

Looking  at  the  production  and  transmission  expenses 
first,  it  will  be  seen  that  the  Duquesne  Light  Company  had 
a  substantially  lower  unit  cost  than  either  the  industry  or 
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the  nine  companies  for  both  the  five-year  period  and  for 
1945. 

The  Examiner:  Why  would  the  production  expenses  be 
lower  for  the  Duquesne  than  the  nine  companies  or  the 
industry  as  a  whole,  in  your  opinion? 

The  Witness:  Well,  I  think  that  is  mainly  between  dif¬ 
ferences  in  the  individual  companies  that  are  included  in  the 
nine-company  group  average,  and  I  am  comparing  one 
company  with  the  nine  companies. 

The  Examiner:  The  principal  reason  would  be  for  the 
exception  of  the  West  Penn  Power  Company,  which  has  its 
plant  right  over  the  coal  mines,  the  other  of  higher  coal 
costs  that  you  have  named,  isn’t  that  correct?  A.  I  be¬ 
lieve  that  would  be  correct. 

[30S8]  The  Examiner:  You  don’t  have  any  doubt  about 
it  in  your  mind,  do  you? 

The  Witness:  No,  I  do  not. 

The  Examiner:  The  only  company  of  the  nine  com¬ 
panies  that  you  have  named  that  is  similar  to  Duquesne 
is  the  West  Penn  Power,  is  it  not,  as  to  production? 

The  Witness:  I  think  that  is  the  case,  yes. 

By  Mr.  Hackney: 

Q.  Will  you  continue,  please,  Mr.  Coffman?  A.  In 
the  case  of  distribution  expenses  in  dollars  per  customer, 
the  Duquesne  Light  Company  was  somewhat  higher  than 
the  nine-company  group  and  the  industry  for  the  five-year 
period,  and  it  was  somewhat  lower  than  the  nine-company 
group,  although  higher  than  the  industry  for  1945.  How¬ 
ever,  the  distribution  in  dollars  per  customer  has  limited 
significance  because  wide  differences  in  the  number  and 
type  of  customers  served  by  individual  companies  limits 
the  importance  of  these  figures  and  these  comparisons. 
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On  Chart  No.  7,  also  captioned  “Electric  Operating 
Expense  Relationships”  I  show  the  ratio  of  customer  ac¬ 
counting  and  collecting  expenses  to  operating  revenue  and 
on  a  dollar  per  customer  basis.  In  percentage  of  operating 
revenue  the  Duquesne  Light  Company  was  slightly  lower 
than  either  the  industry  or  the  nine-company  group  for  the 
five-year  period,  and  for  1945,  Duquesne  Light  Company 
was  just  slightly  above  the  [3089]  low  ratio  of  the  industry. 

On  a  per  customer  basis  the  Duquesne  Light  Company 
occupied  a  middle  position  for  both  1945  and  the  five-year 
period.  This  ratio  again  has  limited  the  significance  be¬ 
cause  of  the  possible  wide  differences  in  number  and  type  of 
customers  served  by  individual  companies. 

The  lower  left  box  shows  sales  promotion,  expenses  in 
per  cent  of  operating  revenue.  During  the  1941-1945 
period,  the  sales  promotion  expense  ratio  of  the  Duquesne 
Light  Company  occupied  a  middle  position,  but  in  1945 
Duquesne ’s  ratio  of  sales  promotion  expenses  to  operating 
revenue  was  the  higher. 

Administration  and  general  expenses  were  next  con¬ 
sidered.  As  shown,  the  Duquesne  Light  Company  had  a 
lower  ratio  for  this  item  of  expenses  than  either  the  industry 
or  the  nine  companies  for  both  the  five-year  period  and 
for  1945. 

By  Mr.  Hackney: 

Q.  With  respect  to  customers  accounting  and  collecting, 
sales  promotion  and  administrative  and  general  expenses, 
what  is  your  opinion  as  to  how  Duquesne  Light  Company 
compares  with  the  industry  and  the  nine-company  group? 
A.  I  would  say  that  Duquesne  Light  Company  compares 
favorably  as  to  all  three  matters  with  the  nine-company 
group  and  the  industry.  With  respect  to  customers  ac¬ 
counting  and  collecting  expenses,  the  ratio  to  operating 
revenue  compares  favorably  to  both  the  industry  and  the 
nine-company  group. 


1954a  Testimony— Paul  B.  Coff man—. Direct. 

[3090]  The  Examiner:  As  a  matter  of  fact,  it  ought  to 
be  much  lower  than  the  industry  or  the  nine  companies  by 
reason  of  the  economies  of  joint  meter  reading,  isn’t  that 
right  * 

The  Witness:  Well,  when  you  say  much  lower,  I  don’t 
know,  because  of  the  other  companies  involved,  but  it  would 
have  a  bearing. 

The  Examiner:  Well,  none  of  the  nine  companies  that 
you  have  mentioned  were  joint  companies,  were  they? 

The  Witness:  They  are  independently  operated. 

Mr.  Guttmann:  By  independent,  you  mean  straight 
electric? 

The  Witness:  Yes,  giving  one  service  only  as  against 
several  services. 

The  dollar  per  customer  comparison  has  its  limitations, 
as  I  have  previously  explained. 

In  regard  to  sales  promotion,  Duquesne  Light  Company 
spent  relatively  more  in  1945  than  the  industry  or  the  nine- 
company  group  and  was  between  the  two  groups  in  the  1941- 
1945  period. 

In  so  far  as  administrative  and  general  expenses  are 
concerned,  Duquesne  Light  Company  clearly  shows  of  its 
advantage  under  joint  operation  as  compared  with  the  in¬ 
dustry  and  the  nine-company  group  by  the  substantially 
lower  ratio  of  such  expenses. 

By  Mr.  Hackney: 

Q.  Now,  Mr.  Coffman,  what  comparisons  did  you  next 
make?  A.  I  next  made  a  comparison  of  the  capitaliza¬ 
tion  of  [3091]  Duquesne  Light  Company,  the  nine-company 
group,  and  the  industry,  for  the  same  five-year  period  and 
for  1945.  These  comparisons  are  shown  in  another  exhibit. 
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Mr.  Hackney:  I  -would  like  to  have  this  marked  as  Phila¬ 
delphia  Exhibit  91. 

By  Mr.  Hackney: 

Q.  I  show  you  a  folder  which  has  been  marked  as  Phila¬ 
delphia  Exhibit  91.  Is  this  the  group  of  exhibits  which  you 
just  mentioned?  A.  Yes,  it  is. 

Q.  Will  you  state  what  Philadelphia  Exhibit  Xo.  91  is? 
A.  Philadelphia  Exhibit  91  consists  of  two  charts  numbered 
Chart  8  and  Chart  9  and  styled  respectively,  “Balance  Sheet 
Relationships,  Segments  of  Capitalization  as  a  per  cent  of 
total”  and  “Balance  Sheet  Relationships”  together  with 
three  pages  of  supporting  tables.  The  exhibit  was  pre¬ 
pared  by  me  or  under  my  direction  and  supervision.  The 
source  of  the  underhung  data  is  the  same  publication  of  the 
Federal  Power  Commission  which  I  have  previously 
mentioned. 

Mr.  Hackney:  I  now  offer  in  evidence  Philadelphia  Ex¬ 
hibit  Xo.  91. 

The  Examiner:  Is  there  objection? 

Mr.  Guttmann:  Xo  objection. 

[3092]  The  Examiner:  It  will  come  in. 

By  Mr.  Hackney: 

Q.  Xow,  will  you  please  explain  Philadelphia  Exhibit 
Xo.  91  and  the  ratios  shown  therein?  A.  Chart  Xo.  S  of 
Philadelphia  Exhibit  Xo.  91  shows  the  segments  of  capitali¬ 
zation  as  a  per  cent  of  the  total  for  Duquesne  Light  Com¬ 
pany,  the  nine-company  group,  and  the  industry,  for  the 
same  five-year  period  and  for  1945.  For  the  five-year 
period  the  percentage  of  Duquesne ’s  long-term  debt  was 
lower  than  either  the  nine-company  group  or  the  industry. 
Its  preferred  stock  ratio  was  approximately  the  same.  Its 
common  stock  and  surplus  ratio  was  substantially  higher 
than  that  of  either  the  nine-company  group  or  the  industry. 
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For  1945,  Duquesne’s  long-term  debt,  its  preferred  stock, 
and  its  common  stock  and  surplus  ratios  occupied  a  middle 
position.  This  change  in  ratios  is  explained  by  the  re¬ 
classification  of  Duquesne’s  property  accounts,  resulting  in 
a  reduction  of  $12,415,565.56  in  the  gross  book  value  of  the 
company’s  properties  as  of  December  31, 1945,  the  reduction 
being  charged  in  large  part  to  surplus  and  reserve  accounts, 
all  as  explained  in  the  notes  to  Duquesne’s  balance  sheet  as 
of  December  31,  1945,  as  contained  in  Duquesne’s  annual 
report  to  stockholders  for  1945. 

[3093]  Q.  From  your  analysis  of  Chart  No.  8  of  Phila¬ 
delphia  Exhibit  No.  91,  what  is  vour  opinion  as  to  how 
Duquesne’s  capitalization  compares  with  the  industry  and 
the  nine-company  group?  A.  Chart  No.  8  of  Philadel¬ 
phia  Exhibit  91  shows  that  there  is  a  greater  cushion  of 
equity  capital  for  Duquesne  Light  Company  than  for  the 
industry  as  a  whole.  Although  at  the  end  of  1945  the  per¬ 
centage  of  common  stock  and  surplus  to  total  capital  of  the 
nine-company  group  was  slightly  above  that  of  Duquesne 
Light  Company,  the  ratio  for  the  nine-company  group  was 
influenced  considerably  by  the  unusual  capital  structures  of 
the  Hartford  Electric  Light  Company  and  the  United  Illu¬ 
minating  Company.  Both  of  these  companies  have  capital 
structures  made  up  of  practically  all  common  stock. 

In  my  opinion,  Duquesne  has  a  sound  capital  structure 
and  one  which  compares  favorably  with  the  industry  and 
with  the  nine-company  group. 

Q.  Now,  turning  to  Chart  No.  9  of  Philadelphia  Exhibit 
No.  91,  will  you  please  explain  that  chart?  A.  Chart 
No.  9  in  Philadelphia  Exhibit  No.  91  shows  a  series  of  ratios 
pertaining  to  balance  sheet  items  for  Duquesne  Light  Com¬ 
pany,  for  the  nine-company  group,  and  for  the  industry, 
these  ratios  being  bonds  as  a  per  cent  of  utility  plant; 
reserve  for  depreciation  as  a  per  cent  of  utility  plant,  utility 
plant  per  dollar  of  revenue ;  and  current  assets  times  cur¬ 
rent  [3094]  liabilities;  for  both  the  same  five-year  period 
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and  for  1945.  The  upper  left  box  of  the  chart  shows  bonds 
as  a  per  cent  of  ntility  plant,  and  from  this  it  appears  that 
Duquesne  had  the  lowest  ratio  for  the  five-year  period,  while 
for  1945,  it  occupied  a  middle  position. 

The  rise  in  Duquesne ’s  ratio  from  34.4  per  cent  to  38.3 
per  cent  is  accounted  for  by  the  write-down  of  Duquesne ’s 
properties  as  of  December  31, 1945,  which  I  have  previously 
mentioned. 

The  upper  right  box  of  the  chart  shows  the  ratio  of  the 
reserve  for  depreciation  to  utility  plant.  Here  Duquesne ’s 
ratio  is  the  lowest  for  both  the  five-year  period  and  for  1945, 
and  in  both  periods  Duquesne  is  substantially  lower  than 
the  nine-company  group,  even  after  giving  effect  to  the  rise 
of  Duquesne ’s  ratio  from  15.2  per  cent  for  the  five-year 
period  to  18.5  per  cent  for  1945,  which  rise  is  largely 
accounted  for  by  the  write-down  of  Duquesne ’s  properties 
as  of  December  31,  1945,  which  I  have  already  mentioned. 

"With  respect  to  the  ratios  showing  utility  plant  invest¬ 
ment  per  dollar  of  revenue,  Duquesne  showed  a  higher 
figure  for  the  five-year  period,  but  for  1945  Duquesne  is 
fairly  in  line  with  the  industry  and  its  position  with  respect 
to  the  nine-company  group  improved.  The  ratio  of  current 
liabilities  to  current  assets  is  shown  in  the  lower  right  box 
of  the  chart. 

For  the  five-year  period  Duquesne  occupied  a  middle 
[3095]  position,  although  for  1945  its  ratio  was  substan¬ 
tially  lower.  Greater  significance  should  be  attached  to  the 
ratios  shown  for  the  five-year  period  rather  than  the  1945 
year  alone  since  the  financial  position  of  the  companies 
varies  considerably  from  year  to  year. 

Summarizing  the  various  ratios  appearing  on  Chart 
No.  9,  it  is  my  opinion  that  with  respect  to  the  ratio  of  debt 
to  utility  plant,  the  Duquesne  Light  Company  compares 
favorably  with  both  the  industry  and  the  nine-company 
group.  The  ratio  of  depreciation  reserve  to  utility  plant  is 
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moderately  lower  for  the  Duquesne  Light  Company,  but  this 
by  no  means  suggests  that  the  company’s  reserve  is  inade¬ 
quate.  In  fact,  this  ratio  as  such  has  limited  significance 
because  of  the  many  unknown  factors  involved.  With 
respect  to  the  ratio  of  plant  investment  per  dollar  of  revenue, 
Duquesne  Light  Company  is  fairly  close  to  that  of  the 
industry.  Of  course  it  must  also  be  realized  here  that  there 
are  limitations  in  the  interpretation  of  this  particular  ratio. 
Utility  plant  values,  for  example,  vary  considerably  among 
companies.  I  have  already  discussed  the  current  ratio  com¬ 
parison. 

Q.  Mr.  Coffman,  does  this  complete  your  comparative 
analysis  of  Duquesne  Light  Company  with  the  electric  indus¬ 
try  and  with  the  group  of  nine  independently  operated  com¬ 
panies?  A.  Yes,  sir,  it  does. 

[3096]  Q.  What  are  your  conclusions  from  the  com¬ 
parative  studies  reflected  in  Philadelphia  Exhibits  88  to 
91,  both  inclusive?  A.  I  think  it  can  be  said  that  the 
Duquesne  Light  Company  compares  favorably  with  both 
the  industry  and  the  nine-company  group  in  practically 
every  respect. 

From  the  standpoint  of  the  consumer  the  Duquesne 
Light  Company  provides  an  electric  service  at  an  average 
rate  that  approximates  or  is  lower  than  the  average  so 
charged  for  service  by  both  the  industry  and  the  nine- 
company  group. 

From  the  standpoint  of  operations  the  Duquesne  Light 
Company  shows  lower  over-all  operating  costs  than  either 
the  industry  or  the  nine-company  group. 

Finally,  with  respect  to  the  various  balance  sheet  rela¬ 
tionships,  such  as  capital  structure,  financial  position,  and 
so  forth,  the  Duquesne  Light  Company  compares  favor¬ 
ably. 

Q.  Turning  now  to  the  gas  side,  Equitable  Gas  Com¬ 
pany,  what  companies  did  you  choose  for  comparison? 


Testimony — Paul  B.  Coffman — Direct.  1959a 


A.  As  to  the  Equitable  Gas  Company,  comparisons  were 
made  with  two  competitive  companies  operating  in  the 
Pittsburgh  area,  namely,  the  Manufacturers  Light  &  Heat 
Company  and  the  Peoples  Natural  Gas  Company.  In  this 
particular  instance  the  data  used  was  obtained  from  the 
annual  reports  of  the  various  companies  to  the  Pennsyl¬ 
vania  Public  Utility  Commission,  although  some  informa¬ 
tion  as  to  rentals  and  leased  property  was  obtained  from 
the  records  of  Equitable  Gas  Company. 

[3097]  Q.  In  the  ease  of  Duquesne  Light  Company  you 
made  comparisons  with  the  electric  utility  industry  as  a 
whole  and  with  a  group  of  nine  companies,  meeting  cer¬ 
tain  basic  tests.  Tell  us  why  you  did  not  employ  a  similar 
method  here?  A.  I  could  not  use  this  method,  for  vari¬ 
ous  reasons.  In  the  first  place,  there  is  no  official  publica¬ 
tion  where  figures  for  the  industry  are  compiled.  In  the 
second  place,  even  if  such  figures  were  available,  I  felt 
that  the  comparisons  would  not  be  of  any  value  because 
of  the  widely  divergent  factors  affecting  the  companies. 

For  example,  some  are  wholly  manufactured  gas  com¬ 
panies,  others  use  a  mixture  of  manufactured  and  natural 
gas,  some  are  in  the  middle  of  the  natural  gas  fields  and 
others  at  remote  distances  therefrom;  some  are  almost 
entirely  wholesale  companies,  and  others  have  almost 
exclusive  retail  sales. 

Furthermore,  the  various  companies  would  be  subject 
to  widely  divergent  local  regulations  because  of  the  many 
states  and  utility  commissions  involved. 

In  the  case  of  Equitable  Gas  Company  I  felt  that  the 
most  comparable  companies  were  the  other  two  gas  com¬ 
panies  operating  in  the  Pittsburgh  area,  both  of  which  use 
natural  gas  only,  both  compete  in  the  same  area,  both 
serve  the  same  general  type  of  customers,  and  both  are 
subject  to  the  jurisdiction  of  the  same  regulatory  body, 
namely,  the  Public  Utility  Commission  of  the  Common¬ 
wealth  of  Pennsylvania;  both  [3098]  are  subject  to  sub- 
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stantially  the  same  level  of  wage  rates  and  other  expenses, 
and  both  obtain  their  gas  from  the  same  source  of  supply. 

Therefore,  I  limited  my  comparisons  to  these  three 
companies.  I  first  prepared  a  group  of  exhibits  covering 
the  position  of  each  of  these  three  companies,  with  respect 
to  gas  sales  and  revenue  in  the  three  customer  groups, 
namely,  residential,  commercial  and  industrial. 

Mr.  Hackney:  Please  mark  this  as  Philadelphia  Exhibit 
No.  92. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  I  show  you  a  folder  consisting  of  set 
of  charts  and  other  material  which  has  been  marked  Phila¬ 
delphia  Exhibit  92.  Is  this  the  group  of  exhibits  to  which 
you  have  just  referred!  A.  Yes,  it  is.  This  exhibit 
was  prepared  by  me  or  under  my  direction  and  supervision 
and  the  basic  figures  were  obtained  from  the  annual  re¬ 
ports  of  the  Equitable  Gas  Company,  the  Manufacturers 
Light  &  Heat  Company,  and  the  Peoples  Natural  Gas  Com¬ 
pany  to  the  Pennsylvania  Public  Utility  Commission  for  the 
years  1939  to  1945,  inclusive.  The  exhibits  consist  of  three 
charts  numbered  Charts  10,  11  and  12,  together  with  three 
pages  of  supporting  tables. 

[3099]  Q.  I  believe  these  charts  deal  with  sales  and  rev¬ 
enue  for  residential  customers,  commercial  customers  and 
industrial  customers  separately!  A.  Yes,  sir;  that  is 
correct. 

Mr.  Hackney:  If  the  Examiner  pleases,  I  offer  in  evi¬ 
dence  Philadelphia  Exhibit  92. 

The  Examiner:  Is  there  objection? 

Mr.  Guttmann:  Just  one  clarifying  question,  if  I  may. 
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By  Mr.  Guttmann: 

Q.  Why  is  it,  in  connection  with  this  exhibit  and  the 
three  charts  therein,  Mr.  Coffman,  that  yon  did  not  use  a 
therm  basis?  A.  Well,  I  have  not  used  the  therm,  be¬ 
cause  the  information  that  I  had  from  the  Public  Utility 
reports  was  on  an  Mcf  basis,  and  I  have  used  that  for  my 
comparisons. 

Q.  As  a  matter  of  fact,  is  there  not  a  difference  in  B.T.U. 
content  of  gas  sold  by  Equitable,  Manufacturers  and  Peo¬ 
ples?  A.  Well,  in  Philadelphia  Company’s  Exhibit  No. 
11  there  is  shown  the  comparison  of  Equitable  Gas  Com¬ 
pany,  Manufacturers  Light  &  Heat  Company  and  Peoples 
Natural  Gas  Company,  and  that  shows  that  there  is  a  very 
slight  difference. 

Mr.  Hackney:  In  the  B.  T.  U.? 

The  Witness:  In  the  B.T.U. 

By  Mr.  Guttmann: 

[3100]  Q.  What  is  the  difference  in  B.T.U.,  Mr.  Coff¬ 
man?  A.  The  B.T.U.  for  Equitable  Gas  Company  is 
1,115,  for  Manufacturers  Light  &  Heat  Company,  it  is  1,100 
and  for  Peoples  Natural  Gas  Company  it  is  1,100. 

Mr.  Hackney:  May  the  record  show  that  Philadelphia 
Exhibit  11,  the  figures  therein  contained  were  based  on  data 
reported  in  the  AGA  rate  list  as  of  September  15,  1946  and 
that  data  is  supplied  by  the  various  companies  to  the  AGA. 

By  Mr.  Guttmann: 

Q.  One  further  question,  then :  Do  you  know,  Mr.  Coff¬ 
man,  through  the  years  1939  up  to  1945,  as  reflected  in  your 
Exhibit  92,  has  there  been  any  other  or  different  variance 
in  B.T.U.  content  of  gas  served  by  the  three  companies, 
that  form  your  comparison  therein? 
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Mr.  Hackney:  That  question  is  objected  to  as  not  proper 
at  this  particular  time  because  the  witness  has  testified  that 
he  bases  his  figures  entirely  upon  reports  furnished  to  the 
Public  Utility  Commission  of  Pennsylvania,  which  figures 
are  shown  in  Mcf  and  not  on  a  therm  basis. 

Mr.  Guttmann:  Our  point  is - 

Mr.  Hackney:  And  this  goes  entirely  to  the  weight  of 
the  evidence  and  not  to  the  admissibility  of  the  exhibit. 

Mr.  Guttmann:  Our  point  is  that  the  comparison  which 
is  attempted  to  be  drawn  by  the  witness  is  not  a  true  com¬ 
parison,  and  the  exhibit  is,  therefore,  not  admissible. 

[3101]  The  Examiner:  I  will  overrule  the  objection 
and  the  exhibit  will  come  in. 

Mr.  Guttmann:  Exception,  if  I  may. 

The  Examiner:  You  may  have  an  exception. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  will  you  be  good  enough  to  explain 
Philadelphia  Exhibit  92  and  to  comment  upon  the  signifi¬ 
cance  of  the  more  important  comparisons  shown  therein! 

Mr.  Guttmann:  May  I  have  a  continuing  objection  on 
the  grounds  stated,  on  any  questions  affecting  this  exhibit! 

The  Examiner:  You  may. 

The  Witness:  Chart  No.  10,  Philadelphia  Exhibit  92, 
captioned,  “Sales  and  Revenue-Residential  Customers” 
shows  the  average  gas  sales  per  customer,  and  the  average 
revenue  per  customer  and  the  average  revenue  per  Mcf  for 
the  period  1939-1945,  inclusive. 

Looking  at  the  upper  left  box  on  the  chart  it  will  be  seen 
that  the  average  gas  sales  per  residential  customer  in  the 
year  1939  amounted  to  56.8  Mcf.  This  compared  with  59.7 
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Mcf  for  the  Manufacturers  Light  &  Heat  Company  and  55.5 
Mcf  for  the  Peoples  Natural  Gas  Company. 

During  the  early  part  of  the  period  covered.  Equitable 
Gas  Company  sales  per  customer  remained  between  the 
other  two  [3102]  companies. 

However,  beginning  in  1942,  sales  per  customer  increased 
at  a  faster  rate  and  during  the  years  1943  to  1945  sales  per 
customer  for  Equitable  were  above  the  other  two  companies. 

In  1945  the  average  sales  per  customer  amounted  to  65.9 
Mcf  for  Equitable  Gas  Company,  which  compared  with  65 
Mcf  for  Manufacturers  Light  &  Heat  Company  and  61.8 
Mcf  for  Peoples  Natural  Gas  Company. 

I  may  say  that,  with  respect  to  all  the  exhibits  on  the 
gas  companies,  the  supporting  tables  give  the  precise  figures 
to  two  decimal  places,  but  in  preparing  the  various  charts 
I  have  rounded  off  the  figures  to  1  demical  place. 

The  upper  right  box  on  the  chart  shows  the  average 
revenue  per  residential  customer.  The  average  annual  bill 
per  customer  for  Equitable  Gas  Company  was  $33.7  in  1939 
as  compared  with  $34.0  for  Peoples  Natural  Gas  Company 
and  $34.8  for  Manufacturers  Light  &  Heat  Company. 

Throughout  most  of  the  period  covered  the  average 
annual  revenue  per  customer  for  Equitable  Gas  Company 
was  lower  than  the  other  two  companies.  This  reflected  the 
relatively  low  rate  per  Mcf  which  is  shown  in  the  lower  box 
on  the  chart. 

In  1945  the  average  annual  revenue  per  customer 
amounted  to  $38.8  for  Equitable  Gas  Company  as  compared 
with  $42.2  for  Manufacturers  Light  &  Heat  Company  and 
$43.2  for  Peoples  Natural  Gas  Company. 

[3103]  The  most  important  ratios  shown  on  the  chart 
is  the  average  revenue  per  Mcf. 
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As  shewn,  the  average  revenue  per  Mcf  for  Equitable 
Gas  Company  for  1939  was  59.4  cents.  This  compares  with 
58.2  cents  per  Mcf  for  Manufacturers  Light  &  Heat  Com¬ 
pany  and  61.2  cents  per  Mcf  for  Peoples  Natural  Gas  Com¬ 
pany. 

Reflecting  rate  increases,  the  average  revenue  per  Mcf 
for  Peoples  Natural  Gas  Company  jumped  considerable  in 
1941. 

An  increase  in  rates  also  resulted  in  a  rise  in  the  average 
revenue  per  Mcf  for  Manufacturers  Light  &  Heat  Company 
in  1944. 

In  1945  Equitable  Gas  Company  showed  the  lowest  rate 
for  gas  service  for  residential  customers  in  the  City  of 
Pittsburgh. 

The  average  revenue  per  Mcf  stood  at  59.0  cents  as  com¬ 
pared  with  64.9  cents  for  Manufacturers  Light  &  Heat  Com¬ 
pany  and  70.0  cents  for  Peoples  Natural  Gas  Company. 

The  same  analysis  is  made  for  commercial  customers  on 
Chart  11,  captioned,  “Sales  and  Revenue — Commercial 
Customers”.  It  will  be  seen  in  the  upper  left  box  on  the 
chart  that  the  average  gas  sales  per  commercial  customer 
are  higher  for  the  Equitable  than  either  of  the  other  two 
companies. 

In  1939  the  average  sales  per  customer  amounted  to 
172.5  Mcf  for  the  Equitable  Gas  Company,  which  compare 
with  150.5  Mcf  for  Peoples  Natural  Gas  Company  and  143.3 
Mcf  for  the  Manufacturers  Light  &  Heat  Company. 

[3104]  In  1945  the  average  gas  sales  per  customer  in¬ 
creased  to  207.9  Mcf  for  Equitable  Gas  Company.  This  sub¬ 
stantial  gain  contrasted  with  the  rise  in  sales  to  173.0  Mcf 
for  the  Peoples  Natural  Gas  Company  and  165.9  Mcf  for  the 
Manufacturers  Light  &  Heat  Company. 
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The  average  revenue  per  commercial  customer,  as  shown 
in  the  upper  right  box  was  highest  throughout  the  period 
covered  by  Equitable  Gas  Company,  as  compared  with  the 
other  two  companies. 

This  reflected  the  higher  sales  per  customer,  because, 
as  is  shown  in  the  lower  box  on  the  chart,  the  average  rate 
is  lower  for  Equitable  Gas  Company  than  for  Peoples 
Natural  Gas  Company  or  the  Manufacturers  Light  &  Heat 
Company.  Specifically,  the  average  bill  per  commercial 
customer  amounted  to  $90  in  1939  and  increased  to  $105.90 
in  1945.  This  compares  with  $80.80  in  1939  and  $96.20  in 
1945  for  Peoples  Natural  Gas  Company  and  $75.70  in  1939 
and  $90.60  in  1945  for  the  Manufacturers  Light  and  Heat 
Company. 

The  average  revenue  per  Mcf  as  shown  in  the  lower 
box,  stood  at  52.2  cents  for  Equitable  Gas  Company  in  1939. 

This  compared  with  52.8  cents  per  Mcf  for  the  Manu¬ 
facturers  Light  &  Heat  Company,  53.7  cents  per  Mcf  for 
the  Peoples  Natural  Gas  Company. 

In  1945  the  spread  in  rates  was  even  greater  with  the 
average  revenue  per  Mcf  for  Equitable  Gas  Company  at  50.9 
[3105]  cents,  as  compared  with  54.7  cents  for  Manufac¬ 
turers  Light  &  Heat  Company  and  55.6  cents  per  Mcf  for 
Peoples  Natural  Gas  Company. 

On  Chart  No.  12,  captioned,  “Sales  and  Revenue — In¬ 
dustrial  Customers”  I  show  the  same  ratios  for  industrial 
customers. 

Looking  at  the  upper  left  box  it  will  be  seen  that  the 
average  sales  per  individual  customer  are  considerably  less 
for  Equitable  than  either  of  the  other  two  companies. 

This  is  due  to  the  fact  that  the  industrial  customers  of 
both  Peoples  Natural  Gas  Company  and  Manufacturers 
Light  &  Heat  Company  are  larger  gas  users  than  the  indus- 
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trial  customers  of  the  Equitable  Gas  Company.  Reference 
to  the  table  supporting  Chart  No.  12  reveals  the  fact  that 
Equitable  had  the  greater  number  of  industrial  customers 
hut  they  were  apparently  considerably  smaller  gas  users 
than  the  customers  of  the  other  companies. 

[3106]  Specifically,  the  average  gas  sales  per  industrial 
customer  for  Equitable  Gas  Company  amounted  to  IS, 000 
Mcf  in  1939,  which  compared  with  52,700  Mcf  for  Manufac¬ 
turers  Light  &  Heat  Company  and  66,600  Mcf  for  Peoples 
Natural  Gas  Company.  In  1945,  the  average  sales  per  in¬ 
dustrial  customer  amounted  to  23,200  Mcf  for  the  Equitable 
Gas  Company  as  compared  with  73,S00  Mcf  for  the  Manu¬ 
facturers  Light  &  Heat  Company  and  111,300  Mcf  for  the 
Peoples  Natural  Gas  Company. 

As  in  the  case  of  the  average  gas  sales  per  industrial 
customer,  the  average  revenue  per  industrial  customer  was 
lower  for  the  Equitable  Gas  Company  as  compared  with 
the  other  two  companies.  Obviously,  this  reflected  the  lower 
average  sales  to  the  industrial  customers.  In  1939,  the 
average  revenue  per  industrial  customer  was  $5,800  for 
the  Equitable  Gas  Company,  as  compared  with  $1S,200  for 
the  Manufacturers  Light  &  Heat  Company,  and  $21,400  for 
the  Peoples  Natural  Gas  Company.  In  1945,  the  average 
revenue  per  industrial  customer  for  the  Equitable  Gas  Com¬ 
pany  amounted  to  $7,900,  as  against  $26,700  for  the  Manu¬ 
facturers  Light  &  Heat  Company  and  $39,900  for  the  Peo¬ 
ples  Natural  Gas  Company. 

Notwithstanding  the  lower  gas  sales  per  industrial  cus¬ 
tomer,  the  rate  per  Mcf  for  the  Equitable  Gas  Company 
compares  favorably  with  the  other  two  companies  through¬ 
out  the  period  covered.  In  1939,  the  average  revenue  per 
Mcf  for  the  Equitable  Gas  Company  was  32.5  cents.  This 
compared  with  32.1  [3107]  cents  per  Mcf  for  the  Peoples 
Natural  Gas  Company  and  34.6  cents  for  the  Manufacturers 
Light  &  Heat  Company.  In  1945,  the  average  revenue  per 
Mcf  for  the  Equitable  Gas  Company  was  lower  than  either 
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of  the  two  companies ;  the  rate  was  34.0  cents  per  Mcf  versus 
35.8  cents  per  Mcf  for  the  Peoples  Natural  Gas  Company 
and  36.1  cents  per  Mcf  for  the  Manufacturers  Light  &  Heat 
Company. 

From  the  foregoing  charts  it  is  apparent - 

Q.  You  mean  Charts  10,  11,  and  12!  A.  Chart  Nos. 
10,  11,  and  12,  in  Philadelphia  Exhibit  No.  92 — it  is  appar¬ 
ent  that  the  Equitable  Gas  Company  compares  favorably 
with  the  Peoples  Natural  Gas  Company  and  the  Manufac¬ 
turers  Light  &  Heat  Company  in  the  distribution  of  Gas  in 
the  Pittsburgh  area.  In  all  three  classes  of  residential,  com¬ 
mercial  and  industrial  gas  consumption  the  average  rate  was 
lower  in  most  instances  for  the  Equitable  Gas  Company. 

[Luncheon  recess.] 

[3108]  By  Mr.  Hackney: 

Q.  I  believe  the  testimony  you  gave  this  morning,  Mr. 
Coffman,  concluded  what  you  had  to  say,  at  least  for  the 
present,  with  reference  to  Philadelphia  Exhibit  92!  A. 
Yes,  sir,  that  is  correct. 

Q.  Then  after  comparing  the  sales  and  revenues  of  the 
three  companies  as  shown  in  Philadelphia  Exhibit  92,  what 
was  the  next  comparison  which  you  made!  A.  I  then 
made  a  comparison  of  the  operating  expenses  of  Equitable 
Gas  Company,  Manufacturers  Light  &  Heat  Company,  and 
Peoples  Natural  Gas  Company,  and  I  prepared  a  group  of 
exhibits  showing  these  comparisons. 

Mr.  Hackney:  I  would  like  to  have  this  exhibit  marked 
as  Philadelphia  Exhibit  93. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  I  now  show  you  a  set  of  charts  and  other 
[3109]  material  which  has  been  marked  as  Philadelphia 
Exhibit  93.  Is  this  the  group  of  exhibits  to  which  you  have 
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just  referred?  A.  Yes,  it  is.  This  exhibit  was  prepared 
by  me  or  under  my  supervision  and  direction,  and  again  the 
basic  figures  were  obtained  from  the  annual  reports  of  the 
three  companies  to  the  Pennsylvania  Commission  for  the 
years  1939  to  1945,  inclusive.  The  exhibit  consists  of  two 
charts  and  five  pages  of  supporting  tables. 

Mr.  Hackney:  If  the  Examiner  please,  I  now  offer  in 
evidence  the  exhibit  which  has  been  marked  as  Philadelphia 
Exhibit  No.  93. 

Mr.  Guttmann:  One  clarifying  question,  if  I  may. 

By  Mr.  Guttmann: 

Q.  Mr.  Coffman,  on  the  sheet  designated  Chart  No.  13, 
the  central  item  “Customers’  Accounting  and  Collecting” 
carries  the  legend  “Rents.”  What  type  of  rent  is  it  that  is 
referred  to  there?  A.  That  is  those  items  in  regard  to 
certain  offices  where  rent  is  paid  for  the  collection  facilities. 

Q.  Have  you  made  any  adjustments  in  connection  with 
the  administrative  and  general  expenses,  particularly  those 
of  Peoples  Natural  Gas  Company,  to  eliminate  an  extra¬ 
ordinarily  high  retirement  payment  during  these  years 
under  the  pension  plan?  A.  No.  These  figures  are  as 
reported  in  the  Public  [3110]  Utility  Commission’s  reports. 

Q.  Without  adjustment?  A.  That  is  correct. 

Mr.  Guttmann:  No  objection. 

The  Examiner:  The  exhibit  will  come  in. 

By  Mr.  Hackney: 

Q.  Now,  Mr.  Coffman,  will  you  please  explain  Phila¬ 
delphia  Exhibit  93  and  comment  upon  the  more  important 
comparisons  shown  therein?  A.  On  Chart  No.  13  of 
Philadelphia  Exhibit  93  captioned  “Operating  Expenses 
in  cents  per  Mcf  sold”  I  show  the  important  items  of  ex¬ 
pense  such  as  production,  transmission  and  distribution; 
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customers’  accounting  and  collecting;  sales  promotion;  and 
administrative  and  general  expenses,  on  a  per  Mcf  basis. 

For  purposes  of  comparison  the  components  of  produc¬ 
tion,  transmission  and  distribution  expenses  have  been 
grouped  together  although  the  individual  items  are  shown 
in  the  bars.  For  purposes  of  this  comparison  I  thought  it 
more  significant  to  take  the  average  of  the  1941  to  1945 
period  for  each  of  the  companies  and  then  to  compare  this 
average  with  the  year  1945  alone. 

Looking  first  at  the  upper  left  box  on  the  chart,  it  will 
[3111]  be  seen  that  for  the  Equitable  Gas  Company  the 
production,  transmission  and  distribution  expenses  aver¬ 
aged  during  the  1941-1945  period  30.2  cents  per  Mcf.  For 
the  Peoples  Xatural  Gas  Company  the  production,  trans¬ 
mission  and  distribution  costs  averaged  somewhat  lower, 
at  2S.1  cents  per  Mcf  during  the  period.  The  average  cost 
per  Mcf  for  the  Manufacturers  Light  &  Heat  Company  was 
almost  the  same  as  Peoples,  or  28.0  cents.  For  1945  alone 
the  average  cost  of  production,  transmission  and  distribu¬ 
tion  averaged  30.3  cents  per  Mcf  for  Equitable  and  28.1  and 
28.7  cents  for  Peoples  Xatural  Gas  Company  and  Manufac¬ 
turers  Light  &  Heat  Company,  respectively.  However,  the 
production,  transmission  and  distribution  expenses  of  each 
of  the  three  companies  on  an  Mcf  sold  basis  were  practically 
the  same  as  between  the  five-year  period  and  the  year  1945 
except  for  a  rise  in  transmission  costs  of  Manufacturers  of 
0.7  cents  per  Mcf  sold. 

Customers’  accounting  and  collecting  expenses  were  next 
analyzed.  In  this  instance  Equitable  Gas  Company  showed 
an  average  cost  of  2.1  cents  per  Mcf  during  the  five-year 
period,  as  compared  with  1.4  cents  per  Mcf  for  Peoples 
Xatural  Gas  Company  and  the  Manufacturers  Light  &  Heat 
Company. 

For  1945,  Equitable’s  costs  were  2.2  cents  per  Mcf  sold 
versus  1.8  cents  for  Peoples  Xatural  Gas  Company  and  1.4 


1970a  Testimony — Paul  B.  Coffman — Direct. 

cents  for  Manufacturers  Light  &  Heat  Company.  However, 
a  considerable  portion  of  such  costs  for  Equitable  consisted 
of  a  substantial  [3112]  amount  for  rentals,  which  accounted 
for  0.2  cents  per  Mcf  in  both  periods. 

As  shown  in  the  next  box  on  the  chart,  the  Equitable  Gas 
Company  spent  substantially  more  per  Mcf  for  sales  pro¬ 
motion  than  the  other  two  companies.  The  cost  was  0.9 
per  Mcf  sold  in  the  five-year  period  for  Equitable  Gas  Com¬ 
pany  as  compared  with  only  0.3  cents  for  both  Peoples  and 
Manufacturers. 

In  1945,  the  costs  were  0.S  cents  for  Equitable,  0.4  cents 
for  Peoples,  and  0.2  cents  for  Manufacturers.  The  infer¬ 
ence  from  these  figures  is  that  Equitable  carries  out  a 
more1  aggressive  sales  policy  on  gas  consumption  than  the 
other  two  companies. 

The  next  box  shows  the  average  cost  of  administrative 
and  general  expenses.  In  this  respect  Equitable  has  lower 
unit  costs  per  Mcf  sold  than  Peoples,  and  the  same  as  that 
of  Manufacturers  for  the  five-year  period,  the  cost  being 
2.1  cents  per  Mcf  sold  for  Equitable  as  against  5.1  cents  for 
Peoples  and  2.1  cents  for  Manufacturers.  However,  for 
1945  alone,  the  ratio  was  still  2.1  cents  for  Equitable  as 
against  6.6  cents  for  Peoples  and  2.5  cents  for  Manufac¬ 
turers. 

Adding  all  the  components,  I  show  in  the  last  box  on  the 
chart  the  total  operating  expenses  per  Mcf.  In  the  five-year 
period  the  total  expenses  for  Equitable  Gas  Company 
amounted  to  35.3  cents  per  Mcf.  This  was  practically  the 
same  as  that  for  Peoples  Natural  Gas  Company,  which 
amounted  to  35.0  cents.  The  [3113]  over-all  expense  ratio 
for  Manufacturers  Light  &  Heat  Company  averaged  at  31.8 
cents  per  Mcf  for  the  period  covered.  For  1945  alone  the 
Equitable  Gas  Company  showed  a  ratio  of  35.4  cents  per 
Mcf  as  compared  with  36.9  cents  and  32.8  cents  for  Peoples 
Natural  Gas  Company  and  Manufacturers  Light  &  Heat 
Company,  respectively. 
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However,  Equitable’s  total  operating  expenses  on  an 
Mcf  basis  were  practically  the  same  for  the  five-year  period 
and  for  1945,  while  the  total  operating  expenses  of  the 
other  two  companies  on  the  same  basis  showed  a  fairly 
substantial  increase. 

On  Chart  No.  14  of  Philadelphia  Exhibit  93,  captioned 
“Depreciation  Ratios  to  Revenue  and  Utility  Plant”  I 
show  the  relationship  of  the  annual  depreciation  to  operat¬ 
ing  revenue,  the  annual  depreciation  to  the  utility  plant, 
and  the  depreciation  reserve  to  the  utility  plant  for  the 
Equitable  Gas  Company,  Peoples  Natural  Gas,  and  the 
Manufacturers  Light  &  Heat  Company  for  each  year  from 
1941  through  1945. 

As  shown  in  the  upper  right  box  of  the  chart,  the  annual 
depreciation  to  utility  plant  for  the  Equitable  Gas  Com¬ 
pany  was  higher  than  either  of  the  two  companies.  In  1941, 
the  annual  depreciation  to  utility  plant  was  2.38  per  cent. 
During  the  five-year  period  a  more  or  less  stable  level  was 
shown.  In  1945,  the  ratio  was  2.40  per  cent  and  for  the  five- 
year  period  the  ratio  of  annual  depreciation  to  utility  plant 
[3114]  was  2.40  per  cent.  This  contrasted  with  a  ratio  of 
1.79  per  cent  for  the  Peoples  Natural  Gas  Company  in  1941, 
which  declined  by  1945  to  1.32  per  cent,  the  five-year  aver¬ 
age  being  1.64  per  cent.  The  drop  in  the  ratio  during  the 
latter  part  of  the  period  reflected  a  substantial  reduction 
in  the  appropriation  for  depreciation.  The  lower  level  of 
annual  depreciation  for  the  Peoples  Natural  Gas  Company 
is  understandable  when  consideration  is  given  to  the  large 
accumulated  reserve. 

In  the  case  of  the  Manufacturers  Light  &  Heat  Company 
the  ratio  of  annual  depreciation  to  utility  plant  was  1.40  per 
cent  in  1939.  Increased  appropriations  resulted  in  a  higher 
ratio  by  the  end  of  the  period.  In  1945,  the  ratio  was  1.82 
per  cent.  For  the  five-year  period  the  over-all  ratio  stood 
at  1.54  per  cent  for  Manufacturers  Light  &  Heat  Company. 
In  the  upper  left  box  on  the  chart  it  will  be  seen  that  the 
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Equitable  Gas  Company  also  bad  a  higher  ratio  for  annual 
depreciation  to  operating  revenue  during  the  period  covered 
as  compared  with  the  other  two  companies.  Specifically, 
the  ratios  stood  at  S.07  per  cent  in  1941,  and  in  1945,  de¬ 
creased  to  7.43  per  cent.  The  average  ratio  for  the  five-year 
period  was  7.4S  per  cent.  This  compared  with  a  ratio  of 
annual  depreciation  to  operating  revenue  of  5.50  per  cent 
in  1939,  5.56  per  cent  for  1945,  and  5.53  per  cent  for  the  five- 
year  period  for  the  Manufacturers  Light  &  Heat  Company. 
For  the  Peoples  Natural  Gas  Company  the  ratio  averaged 
4.59  per  cent  during  the  five-  [3115]  year  period,  in  1939, 
the  ratio  was  4.95  per  cent,  while  in  1945,  it  declined  to  4.11 
per  cent. 

In  the  lower  box  on  the  chart  I  show  the  relationship  of 
the  depreciation  reserve  to  utility  plant.  In  all  cases  the 
value  of  utility  plant  represents  the  book  value  of  the  prop¬ 
erties.  In  this  instance  the  Equitable  Gas  Company  showed 
a  ratio  of  depreciation  reserve  to  utility  plant  of  41.3  per 
cent  in  1941,  which  ratio  increased  to  45  per  cent  in  1945, 
the  five-year  average  ratio  being  42.9  per  cent.  The  Manu¬ 
facturers  Light  &  Heat  Company  showed  a  ratio  that  was 
fairly  close  to  that  of  Equitable  Gas  Company.  The  ratio 
for  Manufacturers  was  46.7  per  cent  in  1941,  45  in  1945, 
while  the  average  ratio  for  the  period  was  45.2  per  cent. 
It  will  be  seen  that  in  1945  alone  both  Equitable  Gas  and 
Manufacturers  had  the  same  ratio  of  depreciation  reserve 
to  utility  plant.  The  Peoples  Natural  Gas  Company  had  a 
fairly  high  ratio  of  depreciation  reserve  to  utility  plant.  In 
1941,  the  reserve  stood  at  65.5  per  cent  of  the  utility  plant. 
Reflecting  the  lower  annual  charges  for  depreciation  the 
ratio  declined  to  57.8  per  cent  in  1945.  For  the  five-year 
period  the  average  ratio  was  61.9  per  cent. 

Q.  "What  was  the  next  comparison  which  you  made,  Mr. 
Coffman?  A.  I  then  made  a  comparison  of  the  plant 
investment  per  dollar  of  revenue  for  each  of  the  three  com¬ 
panies  for  each  year  from  1941  through  1945,  and  I  took 
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an  average  for  each  company  [3116]  for  the  five-year 
period.  These  comparisons  are  shown  on  my  next  group 
of  exhibits. 

Mr.  Hackney:  Please  mark  this  as  Philadelphia  Ex¬ 
hibit  94. 

By  Mr.  Hackney: 

Q.  I  show  you  a  folder  which  has  been  marked  Philadel¬ 
phia  Exhibit  94  and  ask  you  if  that  is  the  exhibit  to  which 
you  have  just  referred.  A.  Yes,  it  is.  This  exhibit  was 
prepared  by  me  or  under  my  direction  and  supervision  and 
the  basic  figures  were  also  obtained  from  the  annual  reports 
of  the  same  three  companies  to  the  Pennsylvania  Public 
Utility  Commission  for  the  years  1941  through  1945.  This 
exhibit  consists  of  a  chart  marked  No.  15  and  a  supporting 
table. 

Mr.  Hackney:  I  now  offer  in  evidence  Philadelphia  Ex¬ 
hibit  94. 

The  Examiner:  Any  objection? 

Mr.  Guttmann:  I  question  the  relevancy  and  materiality 
of  the  exhibit,  if  Your  Honor  please. 

Mr.  Hackney:  It  makes  a  complete  picture  of  the  com¬ 
parison  of  the  three  companies. 

Mr.  Guttmann:  I  question  the  relevancy  and  the  mate¬ 
riality  of  the  comparisons. 

Mr.  Hackney:  We  think  the  exhibit  is  relevant  because  it 
[3117]  deals  with  plant  investment  per  dollar  of  revenue 
and  it  makes  a  complete  picture  in  that  respect  in  connection 
with  the  revenue  of  the  three  companies  and  the  compari¬ 
sons  of  the  investment  against  per  dollar  of  revenue  for 
each  of  the  three  companies. 

The  Examiner:  Well,  I  don’t  understand  just  how  it  is 
material. 
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Mr.  Hackney:  It  makes  the  complete  picture,  if  the 
Examiner  pleases,  of  the  comparison  of  the  plant  invest¬ 
ment  against  the  dollar  of  revenue.  The  same  comparison 
was  made,  I  believe,  in  the  Duquesne  Light  exhibits  and  it 
completes  the  comparison  of  the  operations  of  the  three 
companies. 

The  Examiner:  Well,  even  yet  I  don’t  see  how  it  is 
material,  even  if  it  does  complete  the  picture. 

Mr.  Hackney:  The  whole  point  is  the  comparison  of 
these  three  companies.  Continual  reference  has  been  made 
by  Mr.  Guttmann  in  his  cross-examination  of  the  other  wit¬ 
nesses  as  to  the  comparison  of  the  three  companies  and  this 
completes  the  picture  in  that  respect. 

The  Examiner:  I  know,  but  what  possible  finding  could 
the  Commission  find  on  this? 

Mr.  Hackney:  It  could  make  a  finding  that  at  the  end  of 
the  1945  period  for  example,  the  plant  investment  per  dollar 
of  revenue  for  each  one  of  the  three  companies  was  approxi¬ 
mately  the  same,  although  the  percentages  differed  at  the 
beginning  of  the  period.  It  shows  the  trend  of  the  three 
companies  to  [3118]  match  each  other  and  how  the  opera¬ 
tions  during  those  periods  are  comparable. 

Mr.  Guttmann:  I  think  it  rather  significant  that,  in  so 
far  as  Equitable  Gas  is  concerned,  just  for  example,  the 
figures  do  not  represent  plant  investment,  in  view  of  the 
fact  that  by  far  the  major  portion  of  the  properties  of 
Equitable  Gas  shown  here  are  leased  properties,  not  owned 
properties  at  all. 

Mr.  Hackney:  But  they  have  been  treated,  as  has  been 
repeatedly  testified  here,  as  properties  of  Equitable  Gas 
Company  for  all  purposes  of  proceedings  before  the  Penn¬ 
sylvania  Commission. 

The  Examiner:  Well,  I  will  let  the  exhibits  in,  but  I  don’t 
see  what  finding  the  Commission  can  make. 
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Mr.  Hackney:  The  exhibit  has  been  admitted  in  evi¬ 
dence? 

The  Examiner:  Yes,  sir. 

Mr.  Guttmann:  I  respectfully  except  to  Your  Honor’s 
ruling. 

The  Examiner:  You  may  have  an  exception. 

By  Mr.  Hackney: 

Q.  Now,  Mr.  Coffman,  will  you  please  explain  Philadel¬ 
phia  Exhibit  No.  94?  A.  Chart  No.  15,  captioned  “Plant 
Investment  per  dollar  [3119]  of  revenue,”  shows  the  dollar 
value  of  plant  for  every  dollar  of  revenue  for  the  Equitable 
Gas  Company,  the  Manufacturers  Light  &  Heat  Company, 
and  the  Peoples  Natural  Gas  Company  for  each  year  from 
1941  through  1945,  and  the  average  for  the  five-year  period 
1941-45. 

In  the  case  of  the  Equitable  Gas  Company,  the  plant 
investment  is  broken  down  into  leased  property  and  owned 
property.  Details  of  the  dollar  amounts  of  leased  and 
owned  property  are  shown  on  the  supporting  table.  It 
will  be  seen  that  in  1941,  the  total  plant  investment  for  the 
Equitable  Gas  Company  was  $3.39  per  dollar  of  revenue. 
In  1945,  the  amount  was  $3.09.  For  the  five-year  period 
the  average  plant  investment  per  dollar  of  revenue  was 
$3.12. 

In  the  case  of  the  Manufacturers  Light  &  Heat  Com¬ 
pany  the  plant  investment  per  dollar  of  revenue  in  1941 
stood  at  $3.93.  This  declined  to  $3.06  in  1945,  which  re¬ 
flects  a  greater  increase  in  revenue  than  in  the  plant  invest¬ 
ment  over  the  period  covered.  The  average  investment 
per  dollar  of  revenue  was  $3.64  for  the  Manufacturers  Light 
&  Heat  Company  for  the  period  1941-45,  inclusive. 

In  the  case  of  Peoples  Natural  Gas  Company  the  plant 
investment  per  dollar  of  revenue  amounted  to  $2.76  in 
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1941.  By  1945,  the  plant  investment  per  dollar  of  revenue 
increased  to  $3.11.  For  the  five-year  period  the  average 
plant  investment  was  $2.82.  The  increase  in  this  instance 
reflects  a  substantial  [3120]  increase  in  the  book  value  of 
the  company’s  plant. 

For  all  three  companies  it  will  be  seen  that  the  plant 
investment  per  dollar  of  revenue  in  1945  was  approxi¬ 
mately  the  same. 

Q.  I  believe  that  concludes  the  various  exhibits  which 
you  have  prepared  in  connection  with  your  comparisons  of 
Equitable  Gas  Company  with  the  two  other  gas  companies 
operating  in  the  Pittsburgh  area?  A.  Yes,  sir,  it  does. 

Q.  Now,  one  of  these  companies  was  the  Manufacturers 
Light  &  Heat  Company.  Is  that  company  engaged  in  any 
business  other  than  that  of  a  natural  gas  utility  company? 
A.  No,  sir.  Its  business  is  limited  to  that  of  furnishing 
a  natural  gas  utility  service.  It  does  sell  gas  appliances, 
however. 

Q.  The  other  company  was  Peoples  Natural  Gas  Com¬ 
pany.  Is  that  company  engaged  in  any  business  other  than 
that  of  a  natural  gas  utility  company?  A.  No,  sir.  Its 
business  is  limited  to  that  of  furnishing  a  natural  gas 
utility  service.  It  also  sells  gas  appliances. 

Q.  Now,  referring  to  Philadelphia  Exhibits  92,  93,  and 
94,  what  are  the  conclusions  which  you  draw  from  them? 
A.  Summarizing  the  exhibits  on  the  comparative  study  of 
the  Equitable  Gas  Company  as  against  the  Peoples  Natural 
Gas  [3121]  Company  and  the  Manufacturers  Light  &  Heat 
Company,  it  may  be  said  that  Equitable  Gas  Company  com¬ 
pares  favorably  with  its  competitors  in  the  Pittsburgh  area 
in  all  respects.  Generally  speaking,  the  analysis  of  sales 
and  revenues  showed  that  for  all  classes  of  consumers  the 
Equitable  Gas  Company  furnishes  a  lower  cost  gas  service 
than  the  other  two  companies.  Its  over-all  operating  costs 
compare  favorably  with  both  of  the  other  companies.  A 
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more  aggressive  sales  policy  is  followed  by  Equitable.  In 
addition,  administrative  and  general  expenses  were  lower 
for  Equitable  throughout  the  period  covered.  A  very  con¬ 
servative  depreciation  policy  is  followed  by  Equitable  and 
its  plant  investment  per  dollar  of  revenue  compares  favor¬ 
ably  with  the  other  two  companies. 

[3122]  Q.  Now,  Mr.  Coffman,  did  you  make  any  com¬ 
parative  study  with  reference  to  the  operations  of  the 
Pittsburgh  Railways  System? 

[A  motion  by  Commission  counsel  to  strike  from  the 
record  Philadelphia  Ex.  92,  93  and  94  and  the  testimony 
of  the  witness  with  respect  to  the  exhibits  was  denied.] 

Mr.  Hackney:  "Would  you  read  my  question? 

(The  question  was  read.) 

The  Witness:  Yes,  I  did.  Here  I  made  a  comparison 
between  the  Pittsburgh  Railways  System  and  the  Phila¬ 
delphia  Transportation  Company. 

The  Philadelphia  Transportation  Company  was  chosen 
for  comparison  with  the  Pittsburgh  Railways  System  since 
the  [3123]  Philadelphia  Transportation  Company  also 
operates  within  the  State  of  Pennsylvania  and  is  subject 
to  the  same  State  regulation. 

In  addition,  both  companies  are  essentially  traction  con¬ 
cerns,  that  is,  they  derive  the  major  portion  of  their  revenues 
from  the  operation  of  street  railway  cars. 

This  is  especially  true  in  the  case  of  the  Pittsburgh 
Railways  Company.  I  did  not  think  a  comparison  with 
other  traction  systems  was  proper  or  helpful  because  of 
the  widely  divergent  situations  prevailing  as  to  these  other 
traction  companies,  such  as  the  predominance  of  motor 
coach  operations,  varying  State  and  Local  regulations,  and 
so  forth. 
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After  a  study  of  the  problem  I  came  to  the  conclusion 
that  a  comparison  between  the  Pittsburgh  and  the  Phila¬ 
delphia  Traction  systems  was  the  only  one  which  would  be 
helpful. 

Q.  In  connection  with  this  comparison  did  you  prepare 
any  exhibits?  A.  Yes,  I  did.  I  prepared  three  sets  of 
exhibits. 

Mr.  Hackney:  I  would  like  to  have  these  exhibits  marked 
as  Philadelphia  Company’s  Exhibits  95,  96  and  97,  re¬ 
spectively. 

By  Mr.  Hackney: 

Q.  Mr.  Coffman,  I  show  you  three  sets  of  exhibits  which 
[3124]  have  been  marked  respectively  Philadelphia  Ex¬ 
hibits  95,  96  and  97.  Are  these  the  three  exhibits  which 
you  have  just  mentioned  here?  A.  Yes,  sir,  they  are. 

Q.  Will  you  explain  what  these  exhibits  are  and  how 
they  were  prepared! 

Mr.Guttmann:  Well  now,  just  a  moment.  I  think  it  may 
shorten  matters  if,  on  the  face  of  the  exhibits  at  this  time 
I  raise  a  question  as  to  their  materiality  and  as  to  specifi¬ 
cally  what  issue,  under  Section  11,  they  are  designed  to 
refer  to  or  mean. 

Mr.  Hackney:  If  the  Examiner  please,  Section  11(b)(1) 
of  the  Public  Utility  Holding  Company  Act  provides: 

“The  Commission  may  permit  as  reasonably  incidental, 
or  economically  necessary  or  appropriate  to  the  operations 
of  one  or  more  integrated  public  utility  systems,  the  reten¬ 
tion  of  an  interest  in  any  business  (other  than  the  business 
of  a  public  utility  company  as  such)  which  the  Commission 
shall  find  necessary  or  appropriate  in  the  Public  interest 
or  for  the  protection  of  investors  or  consumers,  and  not 
detrimental  to  the  proper  functioning  of  such  system  or 
systems.” 
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The  exhibits  in  question  show,  we  believe,  that  the  reten¬ 
tion  of  the  Railways  System  is  necessary  or  appropriate  for 
the  protection  of  investors,  and  for  the  protection  of  [3125] 
consumers,  because  it  deals  with  passengers  carried,  and 
rates  and  things  of  that  order. 

In  the  next  place,  we  have  already  shown  by  testimony 
of  this  witness  that  as  a  result  of  segregation  there  will  be 
a  substantial  increase  in  the  expenses  of  conducting  the  busi¬ 
ness  of  the  Pittsburgh  Railways  System. 

Now,  in  other  cases,  the  Commission  has  always  con¬ 
tended  that  that  increase  in  segregation  costs  would  be  more 
than  offset  by  other  factors  which  would  result  from  the 
segregation  of  the  traction  operations  in  this  particular 
case. 

Now,  the  purpose  is  to  show  that  such  increase  in  op¬ 
erating  expenses  will  not  be  offset  by  any  of  these  other 
factors  which  result  from  segregation  of  the  traction  sys¬ 
tem,  because  it  would  show  a  comparison  between  the 
Pittsburgh  Railways  System  and  the  Philadelphia  Trans¬ 
portation  Company,  which  we  think  is  very  favorable  to 
Pittsburgh  Railways  Company  on  the  present  basis,  and 
manifestly,  when  it  is  segregated,  the  same  situation  would 
continue;  at  least,  it  cannot  be  any  worse. 

The  Examiner:  I  don’t  just  understand  how  a  compari¬ 
son  between  the  Pittsburgh  Railways’  operating  statistics 
and  revenue  and  equipment  would  tend  to  establish  any 
issues  in  this  case.  In  the  first  place,  it  would  seem  to  me 
that  any  comparisons  you  are  making  between  the  two  sys¬ 
tems  since  1939  would  he  on  a  different  basis  for  the  reason 
that  the  Philadelphia  Transportation  Company  has  been  re¬ 
organized,  and  for  the  prior  years,  [3126]  prior  to  1939,  this 
witness  shows  in  his  exhibit  by  the  table  supporting  Chart 
19  that  the  only  time  the  comparisons  might  be  made — 
this  witness  said  “data  not  comparable”,  on  Chart  19,  it 
would  seem  to  me  that  the  only  time  you  could  compare 
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the  operations  of  the  Philadelphia  Transportation  Company 
•with  the  Pittsburgh  Railways  would  be  for  the  years  1935 
to  1939.  In  other  words,  the  Philadelphia  Transportation 
Company  has  been  cleaned  up  and  the  Pittsburgh  Rail¬ 
ways  has  not. 

Mr.  Hackney:  But  that  is  the  very  reason  this  compari¬ 
son  is  significant,  because  it  does  show  the  figures  from  ’39 
on.  It  also  shows  the  figures  for  the  prior  years,  the  point 
being  that  we  are  comparing  a  traction  system  under  joint 
operations,  with  the  Philadelphia  Transportation  System, 
which  was  under  joint  control  for  some  time,  but  then  it  was 
cleaned  up  after  that,  and  the  comparison  after  1939  we 
think  is  most  favorable  to  Pittsburgh  Railways  Company. 

In  other  words,  it  is  a  comparison  of  a  jointly  operated 
system  with  an  independently  operated  system. 

Now,  on  this  matter  for  the  protection  of  consumers,  I 
call  your  Honor’s  attention  to  the  fact  that  the  first  set  of 
exhibits  deals  with  passengers  carried,  which  is  most  signifi¬ 
cant  for  the  whole  period,  the  trend  of  passengers  carried, 
as  between  the  two  companies.  We  show  a  trend  of  gross 
operating  revenue  for  the  two  companies,  in  each  case 
[3127]  for  the  years  1926  to  the  present  date. 

Then  when  it  comes  to  revenue  and  expenses  per  vehicle 
mile,  the  comparisons  begin  in  1939,  because  that  is  the 
significant  date;  that  is  the  date  on  which  Philadelphia 
Transportation  Company  became  independent,  and  we  show 
the  comparison  for  that  period. 

For  those  reasons  we  think  the  exhibits  are  clearly  ad¬ 
missible  in  evidence. 

The  Examiner:  Do  you  want  to  be  heard,  Mr.  Guttmann® 

Mr.  Guttmann:  It  seems,  sir,  that  the  respondents  have 
not  answered  directly  in  pointing  out  any  issue  involved  in 
these  proceedings  specifically  to  which  these  exhibits  can 
properly  be  addressed. 
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I  am  not  going  to  dwell  at  this  time  on  the  further 
problem  of  whether  or  not  such  a  comparison  between  two 
companies  serving  in  totally  different  areas  and  meeting 
totally  different  needs  of  those  areas,  would,  itself,  be 
proper.  That  is  a  further  point. 

But,  on  the  general  point  of  materiality  we  rest  our 
objection  at  this  time. 

Mr.  Hackney:  May  I  say  one  additional  word.  One  of 
the  questions  here  involved  in  this  case  is  whether  or  not 
the  Pittsburgh  Railways  System  shall  be  separated  from  the 
others,  shall  be  segregated,  and  whether  or  not  that  segre¬ 
gation  is  desirable. 

The  Examiner:  And  what  is  your  position  on  that? 

[3128]  Mr.  Hackney:  It  seems  to  us  in  that  connection 
that  it  is  relevant  to  consider  how  the  operation  as  jointly 
conducted  compares  with  a  comparable  operation  that  is 
independently  conducted. 

The  Examiner:  In  other  words,  you  are  contending  that 
this  Commission  should  not  enter  an  order  divesting  any 
control  over  the  Pittsburgh  Railways? 

Mr.  Hackney:  Absolutely.  That  is  our  firm  conviction, 
and  that  is  one  of  the  questions  which  we  propose  to  carry 
right  through.  We  are  firmly  convinced  of  that  under  the 
decisions — under  the  Act  and  under  the  Decisions  of  the 
Courts. 

The  Examiner:  And  the  purpose  of  these  three  exhibits 
generally  is  to  show  that  there  would  be  a  loss  of  economies  ? 

Mr.  Hackney:  Possibly  not  so  much  a  loss  of  economies 
as  much  as  to  show  an  injury  to  consumers,  to  the  people 
who  use  the  services  and  to  show  injury  to  the  investors  in 
the  System. 

The  Examiner:  And  these  exhibits  show  that? 
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Mr.  Hackney:  We  think  they  certainly  show  an  injury  to 
the  consumers  in  Pittsburgh,  to  the  users  of  the  traction 
system. 

The  Examiner:  In  what  way? 

Mr.  Hackney:  Because  it  shows  how,  under  joint  opera¬ 
tion  our  trend  of  passengers  has  increased  materially  above 
that  [3129]  of  the  independently  operated  Philadelphia 
Traction  Company.  It  shows  a  very  decided  increase  in 
operating  revenues  of  the  Pittsburgh  Railways  System  over 
the  revenues  of  the  Philadelphia  System. 

Certainly  that  is  most  important  to  show  here  as  to  how 
joint  operations  compare  with  those  of  an  independently 
operated  company. 

We  also  show  these  operating  ratios,  which  we  think 
are  quite  significant,  particularly  since  those,  in  part  at 
least — well,  they  all  show  the  comparisons  both  before  and 
after  Philadelphia  Transportation  Company  was  segre¬ 
gated. 

The  Examiner:  I  do  not  agree  with  your  contentions  at 
all,  but  I  will  hear  the  testimony  under  an  offer  of  proof. 
I  will  let  you  make  your  case. 

Mr.  Hackney:  In  other  words,  we  can  proceed  as  if  the 
exhibits  were  in? 

The  Examiner:  That  is  correct.  And  all  the  testimony 
in  respect  to  these  three  exhibits  that  have  been  marked  for 
identification  will  be  received  under  the  objection  of  Com¬ 
mission’s  counsel  and  in  the  nature  of  an  offer  of  proof. 

Mr.  Hackney:  I  take  it  if  later  the  objection  of  Commis¬ 
sion’s  counsel  is  sustained,  we  may  have  an  exception? 

The  Examiner:  That  is  correct. 

By  Mr.  Hackney: 

Q.  Now,  Mr.  Coffman,  will  you  explain  what  the  exhibits 
[3130]  are  and  how  they  were  prepared?  A.  These  ex- 
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hibits  were  all  prepared  by  me  or  under  my  direction  and 
supervision.  The  source  of  the  basic  material  was  the  Com¬ 
pany’s  annual  reports.  Except  for  Philadephia  Exhibit  97 
I  procured  certain  information  from  reports  and  statistical 
matter  published  by  the  American  Transit  Association. 

Philadelphia  Exhibit  95  consists  of  charts  numbers  16 
and  17  together  with  two  pages  of  supporting  tables,  and 
shows  the  trend  of  passengers  carried  and  the  trend  of  gross 
operating  revenues  for  the  Pittsburgh  Railways  System  and 
the  Philadelphia  Transportation  Company. 

Philadelphia  Exhibit  96  consists  of  chart  Numbers  18, 
19  and  20  and  three  pages  of  supporting  tables,  and  certain 
comparisons  are  there  made  between  operating  ratios,  reve¬ 
nues,  and  expenses,  and  certain  operating  expenses  for  the 
two  companies  for  various  periods  of  years. 

The  Examiner:  Why  did  you  break  down  these  actual 
figures  and  make  an  index  for  the  two  companies?  Why 
didn’t  you  chart  the  actual  earnings  and  the  actual  passen¬ 
gers? 

The  Witness:  On  which  exhibit  is  that,  please? 

The  Examiner:  That  is  on  Exhibit  95.  You  trended  in 
the  chart  two  indices,  both  for  number  of  passengers  carried 
and  for  gross  operating  revenue. 

The  Witness:  Yes,  sir. 

[3131]  The  reason  for  that  was  interested  in  trend,  and 
so  far  as  I  know  the  best  way  to  show  trend  as  between  two 
things  is  to  reduce  the  actual  figures  to  index  numbers. 
Thereby  they  both  start  on  the  same  basis,  the  base  period 
being  equal  to  100,  which  in  this  case  was  35-39,  and  the 
two  lines  then  show  definitely  trend,  whereas,  on  dollar 
amounts  they  might  fluctuate  considerably,  one  to  the  other. 
The  trend  shows  that,  but  on  a  basis  where  both  lines  can 
be  shown  on  the  same  chart  and  the  same  base  year. 
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Mr.  Hackney:  The  actual  figures,  if  the  Examiner 
please,  are  shown  in  the  supporting  tables. 

The  Examiner:  Yes,  and  the  number  of  passengers 
carried  is  approximately  three  times  for  the  Philadelphia 
Company  as  opposed  to  the  Pittsburgh  Railways. 

[3132]  Q.  We  were  discussing  Philadelphia  Exhibit  97, 

I  believe.  Will  you  tell  us  what  that  consists  of?  A. 
Philadelphia  Exhibit  97  consists  of  Chart  No.  21  and  a  sup¬ 
porting  table,  shows  a  comparison  of  the  street  railway 
passenger  car  equipment  between  Pittsburgh  Railways 
Company  and  the  transit  industry  as  a  whole. 

Q.  Will  you  continue  with  your  explanation  of  the  ex¬ 
hibits,  please?  A.  On  Chart  No.  16  of  Philadelphia  Ex¬ 
hibit  95,  captioned  “Trend  of  Passengers  Carried”  I  show 
the  indexes  of  passengers  carried  on  the  traction  systems 
of  Pittsburgh  Railways  Company  and  of  the  Philadelphia 
Transportation  Company  over  the  20-year  period,  1926- 
1945.  The  indexes  are  stated  in  relatives  of  1935-1939, 
equaling  100.  It  will  be  seen  that  there  is  a  close  similarity 
in  the  trend  of  passengers  carried  for  both  of  the  companies. 
For  the  Pittsburgh  Railways  Company,  the  index  in  1926 
stood  at  166.9.  During  the  depression  of  the  1930 ’s,  the 
indtex  declined  to  a  low  of  90.5  in  1933.  During  World  War 

II  the  traffic  showed  a  sharp  rise,  and  in  1945,  the  index 
stood  at  181.1,  which  was  even  higher  than  in  the  1920 ’s. 
In  contrast,  the  index  of  passengers  carried  for  the  Phila¬ 
delphia  Transportation  Company  stood  at  146.6  in  1926, 
declined  to  a  low  of  95.1  in  1933,  and  during  the  war  period 
increased  to  a  new  high  level.  The  index  stood  at  167.8  in 
1945.  There  was  a  greater  decline  during  the  depression 
period  for  the  Pittsburgh  [3133]  Railways  Company  than 
for  the  Philadelphia  Transportation  Company.  However, 
in  the  subsequent  recovery  during  the  war  period,  the  traf¬ 
fic  carried  by  the  Pittsburgh  Railways  Company  increased 
to  a  proportionately  higher  level  than  the  Philadelphia 
Transportation  Company. 
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On  Chart  No.  17  of  Philadelphia  Exhibit  95,  captioned 
“Trend  of  Gross  Operating  Revenue,”  I  have  made  a  com¬ 
parison  of  the  gross  operating  revenue  of  the  Pittsburgh 
Railways  Company  with  the  Philadelphia  Transportation 
Company  over  the  20-year  period,  1926-1945.  As  in  the 
case  of  traffic,  there  is  a  very  close  correlation  between  the 
indexes  of  both  of  the  companies  throughout  the  period  cov¬ 
ered.  In  1926,  the  index,  1935-1939,  inclusive,  equaling  100, 
for  Pittsburgh  Railways  Company  stood  at  174.1.  This  com¬ 
pared  with  an  index  of  171.7  for  the  Philadelphia  Transpor¬ 
tation  Company.  The  low  point  was  reached  by  the  Pitts¬ 
burgh  Railways  Company  in  1933,  when  the  index  of  gross 
operating  revenue  stood  at  91.3.  For  the  Philadelphia 
Transportation  Company,  the  low  point  in  the  index  was 
reached  in  1938,  when  it  amounted  to  95.4.  During  "World 
War  II,  the  index  increased  sharply  and  in  1945  stood  at 
174.1  for  the  Pittsburgh  Railways  Company  as  compared 
with  169.3  for  the  Philadelphia  Transportation  Company. 
It  is  interesting  to  note  that  the  level  of  revenue  in  1945  in 
both  instances  was  at  or  near  the  1926  level. 

Next,  considering  the  operating  expenses  of  the  Pitts¬ 
burgh  [3134]  Railways  Company  and  the  Philadelphia 
Transportation  Company,  I  show  on  Chart  No.  18  of  Phila¬ 
delphia  Exhibit  96,  captioned  “Operating  Ratios,”  the  re¬ 
lationship  of  operating  expenses  to  gross  operating  revenue 
on  two  bases :  (1)  Excluding  depreciation  and  income  taxes 
and  (2)  excluding  income  taxes  only.  First,  considering 
the  operating  ratio  excluding  both  depreciation  and  income 
taxes,  it  will  be  seen  that  the  Pittsburgh  Railways  Company 
had  a  slightly  higher  operating  ratio  during  the  early  part 
of  the  period  covered  than  the  Philadelphia  Transportation 
Company.  In  1939,  the  operating  ratio  for  the  Pittsburgh 
Railways  Company  amounted  to  81.8  per  cent.  This  com¬ 
pared  with  78.0  per  cent  for  Philadelphia  Transportation 
Company.  By  1943  the  operating  ratio  for  the  Pittsburgh 
Railways  Company  declined  to  68.0  per  cent,  while  for  the 
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Philadelphia  Transportation  Company  the  ratio  declined  to 
67.0  per  cent.  During  1944  and  1945,  the  operating  ratio 
for  the  Philadelphia  Transportation  Company  increased 
substantially  above  that  of  the  Pittsburgh  Railways  Com¬ 
pany.  In  1945,  the  ratio  for  the  Pittsburgh  Railways  Com¬ 
pany,  excluding  depreciation  and  income  taxes,  stood  at 
72.7  per  cent,  as  compared  with  78.5  per  cent  for  the  Phila¬ 
delphia  Transportation  Company. 

Excluding  income  taxes  only,  the  operating  ratio  for 
the  Pittsburgh  Railways  Company  stood  at  99.0  per  cent  in 
1939,  and  declined  to  a  low  of  78.2  per  cent  in  1943.  In  1945, 
the  operating  ratio,  excluding  income  taxes  only,  amounted 
to  S2.7  [3135]  per  cent.  In  contrast,  the  operating  ratio 
for  the  Philadelphia  Transportation  Company  in  1939  was 
S3.9  per  cent,  declined  to  74.6  per  cent  in  1943,  and  increased 
to  S5.0  per  cent  in  1945.  The  greater  spread  in  this  instance 
reflects  the  relatively  higher  charges  for  depreciation  for 
the  Pittsburgh  Railways  Company  than  the  Philadelphia 
Transportation  Company.  However,  it  will  be  seen  that  in 
1944  and  1945,  the  operating  ratio,  excluding  income  taxes 
only,  for  the  Pittsburgh  Railways  Company  was  lower  than 
that  of  the  Philadelphia  Transportation  Company. 

The  Examiner:  When  did  the  Pittsburgh  Railways  go 
into  77B,  what  year! 

The  Witness:  It  was  1939,  as  I  remember  it. 

Mr.  Hackney:  1938. 

The  Witness:  193S. 

The  Examiner:  And  these  operating  expenses  shown 
on  your  Chart  18,  supporting  Chart  18,  include  the  rentals 
paid  on  the  leased  lines  ? 

The  Witness :  Yes,  I  believe  that  is  correct. 

The  Examiner:  Was  the  rent  paid  after  77B? 

The  Witness:  I  can’t  answer  that  question  at  the  mo¬ 
ment. 
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The  Examiner:  And  where  did  you  get  these  figures? 

The  Witness:  These  figures  come  from  the  company’s 
annual  reports. 

The  Examiner:  The  annual  reports  of  the  trustees  since 
[3136]  1939? 

The  Witness:  That  is  correct. 

By  Mr.  Hackney: 

Q.  Will  you  continue,  please?  A.  Further  analyzing 
the  revenue  and  expenses  of  the  Pittsburgh  Railways  Com¬ 
pany  and  the  Philadelphia  Transportation  Company,  I 
show  on  Chart  No.  19  of  Philadelphia  Exhibit  96,  the  rev¬ 
enue  and  expenses  per  vehicle  mile  for  the  period  from  1935 
through  1945.  Such  ratios  provide  a  more  accurate  com¬ 
parison  of  the  two  companies  as  to  revenue  and  expense 
since  they  are  placed  on  a  common  service-unit  basis.  In 
the  case  of  the  Pittsburgh  Railways  Company,  as  shown 
in  the  left  box  on  the  chart,  it  will  be  seen  that  the  revenue 
per  vehicle  mile  amounted  to  41.5  cents  in  1935.  A  mod¬ 
erate  decline  was  shown  through  1939.  However,  a  sub¬ 
stantial  gain  was  shown  during  the  war  period  as  traffic 
increased.  In  1945,  passenger  revenue  per  vehicle  mile 
for  the  Pittsburgh  Railways  Company  amounted  to  54.7 
cents.  In  the  case  of  the  Philadelphia  Transportation 
Company,  as  shown  in  the  right  box  on  the  chart,  the 
passenger  revenue  per  vehicle  mile  stood  at  43.3  cents  in 
1935.  The  trend  here  also  increased  substantially  during 
the  war  period  and  in  1945,  the  average  passenger  revenue 
per  vehicle  mile  amount  to  53.9  cents. 

Another  line  for  the  passenger  revenue  per  vehicle  mile 
is  shown  for  the  Philadelphia  Transportation  Company. 
This  line  [3137]  shows  the  revenue  per  vehicle  mile,  after 
adjustment  for  the  fare  increase  that  was  effected  Febru¬ 
ary  18,  1947,  for  the  company.  The  token  fare  in  the  City 
of  Philadelphia  increased  from  7%  cents  to  8.75  cents  per 
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token,  or  an  increase  of  16%  per  cent.  Of  course,  the  graph 
for  the  adjusted  fare  increase  is  hardly  a  fair  comparison 
because  it  assumes  that,  despite  the  fare  increase,  the  same 
number  of  passengers  would  have  been  carried  for  the 
period  from  1935  through  1945. 

Looking  at  expenses  on  a  per  vehicle  mile  basis  on  the 
same  Chart  Xo.  19  of  Philadelphia  Exhibit  96,  it  will  be 
seen  that  throughout  most  of  the  period  covered  Pittsburgh 
Railways  Company  had  a  lower  expense  ratio  than  the 
Philadelphia  Transportation  Company.  Excluding  de¬ 
preciation  and  income  taxes,  the  operating  expenses  per 
vehicle  mile  for  the  Pittsburgh  Railways  Company 
amounted  to  30.6  cents  in  1935.  In  1939,  they  amounted  to 
32.5  cents  and  by  1945,  they  increased  to  40.2  cents  per 
vehicle  mile.  In  the  case  of  the  Philadelphia  Transporta¬ 
tion  Company  the  operating  expenses,  excluding  deprecia¬ 
tion  and  income  taxes,  amounted  to  33.2  cents  per  vehicle 
mile  in  1939,  and  prior  years  were  not  comparable. 

The  Examiner:  Tell  us  why  you  think  they  weren’t. 
That  is  just  when  the  Examiner  thinks  they  were. 

The  Witness:  Well,  I  think  the  reason  is  that  in  making 
the  comparison  to  see  how  the  two  companies  fared,  where 
one  is  still  on  the  joint  operating  basis  and  the  other  is 
now  in-  [313S]  dependency  operated  gives  a  true  com¬ 
parison  to  the  difference  as  to  what  the  ratios  show  as  to 
the  one  company  that  is  independently  operated  and  the 
other  which  is  jointly  operated. 

The  Examiner:  Well,  is  it  your  testimony  that  the 
Philadelphia  Transportation  prior  to  1939  was  jointly 
operated? 

The  Witness:  Well,  the  way  I  looked  upon  it  was  that 
at  the  time  the  Philadelphia  Transportation  was  in  process 
of  reorganization  it  was  comparable  on  that  basis  to  Pitts¬ 
burgh  Railways,  which  is  still  in  77B,  but  coming  around 
to  the  point  to  see  how  the  two  companies  fared  after  the 
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Philadelphia  Transportation  situation  had  been  reorganized 
it  then  was  an  independent  company  offering  one  service 
and  not  a  joint  operation  and  the  purpose  of  my  compari¬ 
son  was  to  see  how  the  ratios  for  that  company  on  the 
reorganized  basis  compared  with  the  Pittsburgh  Railways, 
which  has  not  been  reorganized  and  which  is  still  in  the 
hands  of  the  trustees  and  jointly  operated. 

The  Examiner:  "Well,  is  it  your  view  that  the  Philadel¬ 
phia  Transportation  prior  to  the  year  1939  was  owned  and 
operated  by  another  company  and  was  not  independently 
operated? 

The  Witness:  Well,  prior  to  that  time  it  had  a  number  of 
different  traction  systems  that  are  a  part  of  the  whole  which 
it  was  operating  and  later  on,  as  I  remember  it,  it  was 
reorganized  and  the  situation  was  cleaned  up,  and  the  pur¬ 
pose  of  my  comparison  was  to  see  how  a  traction  company 
after  it  had  been  cleaned  up  compared  with  a  company 
which  is  still  jointly  operated  and  [3139]  is  still  in  the 
hands  of  the  trustees,  and  it  seemed  to  me  the  comparisons 
were  favorable  to  the  Pittsburgh  Railways  system,  even 
under  its  present  basis  of  being  operated  jointly  and  by 
the  trustees. 

The  Examiner:  When  I  interrupted  you  you  were  just 
stating  for  the  year  1939  what  the  Philadelphia  Transpor¬ 
tation  showed,  35.7  and  33.2. 

The  Witness:  Yes,  that  is  right. 

By  1945,  the  expenses  had  increased  to  43.1  cents  per 
vehicle  mile.  Exclusive  of  income  taxes  only  the  expenses 
per  vehicle  mile  for  the  Pittsburgh  Railways  Company  in¬ 
creased  from  37.9  cents  in  1935  to  39.4  cents  in  1939,  and 
to  45.7  cents  in  1945.  In  the  case  of  the  Philadelphia  Trans¬ 
portation  Company  the  operating  expenses  per  vehicle  mile, 
excluding  income  taxes  only,  increased  from  35.7  cents  in 
1939,  to  46.2  in  1945. 
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On  Chart  No.  20  of  Philadelphia  Exhibit  96,  captioned 
“Operating  Expenses  in  Cents  per  Vehicle  Mile,”  I  have 
analyzed  the  various  components  of  expenses  for  the  Pitts¬ 
burgh  Railways  Company  and  the  Philadelphia  Transpor¬ 
tation  Company.  In  all  cases  the  expenses  have  been  com¬ 
puted  on  a  per  vehicle  mile  basis.  In  the  upper  left  box  on 
the  chart  I  show  the  maintenance  and  depreciation  charges. 
On  a  combined  basis,  maintenance  and  depreciation  charges 
for  the  Philadelphia  Transportation  Company  during  the 
1941-1945  period  amounted  to  11.32  cents  per  vehicle  mile. 
For  1945  only,  the  combined  maintenance  and  depreciation 
[3140]  charges  amounted  to  12.97  cents  per  vehicle  mile  for 
Philadelphia  Transportation  Company,  as  compared  with 
12.32  cents  per  vehicle  mile  for  the  Pittsburgh  Railways 
Company.  The  cost  of  power  is  shown  in  the  next  box. 
In  this  instance,  during  the  five-year  period,  power  costs 
amounted  to  5.41  cents  per  vehicle  mile  for  the  Pittsburgh 
Railways  Company  in  comparison  with  3.67  cents  per  vehicle 
mile  for  the  Philadelphia  Transportation  Company.  For 
1945,  alone,  the  cost  of  power  for  the  Pittsburgh  Railways 
Company  was  5.77  cents  per  vehicle  mile  versus  3.90  cents 
for  the  Philadelphia  Transportation  Company.  The  higher 
cost  of  power  for  the  Pittsburgh  Railways  Company  is 
understandable  when  consideration  is  given  to  the  peculiar 
terrain  in  which  the  company  operates.  In  the  upper  right 
box  on  the  chart  are  shown  the  expenses  per  vehicle  mile 
for  conducting  transportation.  Pittsburgh  Railways  Com¬ 
pany  showed  a  cost  of  16.69  cents  per  vehicle  mile  during 
the  1941-1945  period.  This  was  lower  than  the  17.76  cents 
per  vehicle  mile  for  the  Philadelphia  Transportation  Com¬ 
pany.  In  1945  alone  the  cost  of  conducting  transportation 
for  the  Pittsburgh  Railways  Company  was  20  cents  per  ve¬ 
hicle  mile,  which  compared  with  a  cost  of  20.92  cents  per 
vehicle  mile  for  the  Philadelphia  Transportation  Company. 
The  lower  box  on  the  chart  shows  the  expenses  per  vehicle 
mile  for  general  and  administrative  and  other  operating 
expenses.  During  the  1941-45  period  such  costs  amounted 
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to  7.91  cents  per  vehicle  mile  for  the  Pittsburgh  Railways 
Company  [3141]  as  compared  with  7.95  cents  per  vehicle 
mile  for  Philadelphia  Transportation  Company.  For  1945 
alone  Pittsburgh  Railways  Company  showed  a  per  vehicle 
mile  cost  of  7.64  cents  as  compared  with  8.36  cents  for  the 
Philadelphia  Transportation  Company.  The  lower  right 
box  on  the  chart  shows  the  total  operating  expenses  on  a  per 
vehicle  mile  basis.  The  total  operating  expenses  on  a  per 
vehicle  mile  basis  for  the  Pittsburgh  Railways  Company 
amounted  to  41.06  per  cent  during  the  1941-45  period,  as 
compared  with  40.70  cents  per  vehicle  mile  for  the  Philadel¬ 
phia  Transportation  Company.  In  1945  alone  the  operating 
expenses  per  vehicle  mile  for  the  Pittsburgh  Railways  Com¬ 
pany  stood  at  45.73  cents  as  compared  with  46.15  cents  for 
the  Philadelphia  Transportation  Company. 

[Short  recess.] 

[3142]  The  Examiner:  Mr.  Hackney,  you  have  called 
the  Trial  Examiner’s  attention  to  Paragraph  “I”  appear¬ 
ing  on  page  46  of  the  answer  as  applicable  to  the  testimony 
in  respect  of  the  Pittsburgh  Railways. 

Similarly,  would  counsel  for  the  Commission  point  out 
in  the  Commission’s  Order  to  Show  Cause,  where  the  Pitts¬ 
burgh  Railways  is  brought  into  the  picture? 

Mr.  Guttmann:  Among  other  places,  if  your  Honor 
please,  in  the  Notice  and  Order  of  December  5,  1946,  Hold¬ 
ing  Company  Act  Release  7025, 1  would  cite  to  your  Honor’s 
attention  paragraph  22,  subdivision  C,  appearing  at  page 
22  of  said  release. 

The  Examiner:  All  right. 

Mr.  Hackney:  Also  page  25  of  the  Order.  Paragraph  C 
appearing  on  that  page. 

The  Examiner:  Well,  the  issue  under  the  Order  then  is 
whether  the  Pittsburgh  Railways  operations  are  reasonably 
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incidental  or  economically  necessary  or  appropriate  to  the 
operations  of  a  single  integrated  public  utility  system. 

Mr.  Hackney:  Except  that  we  say  that  is  not  the  lan¬ 
guage  of  the  Act  and  that  is  not  the  test  prescribed  by  the 
Act,  and  in  our  answer  we  have  set  forth  what  we  think  is 
the  test,  and  how  we  meet  the  test  prescribed  by  the  stat¬ 
utory  language,  of  Section  11  (b)(1). 

The  Examiner:  All  right. 

Mr.  Guttmann:  I  would  like  to  ask  one  clarifying  ques- 
[3143]  tion  if  I  may,  while  we  are  still  on  Exhibit  96  for 
identification. 

Mr.  Hackney:  It  is  in  evidence,  as  I  understand  it. 

The  Examiner:  It  is  in  under  the  offer. 

Mr.  Guttmann:  Yes. 

By  Mr.  Guttmann: 

Q.  With  regard  to  Chart  No.  20,  you  have  the  box  at 
the  lower  portion  of  the  page  on  the  right  hand  side,  en¬ 
titled  “Total  operating  expenses”.  Is  that  inclusive  or 
exclusive  of  income  taxes?  A.  That,  is  taxes  other  than 
income  taxes. 

Q.  No.  I  am  referring  to  the  box,  “Total  Operating 
Expenses”  and  I  am  asking  you  whether  or  not  in  total 
operating  expenses  you  have  included  income  taxes  ?  A. 
Yes,  and  I  have  said  I  have  included  taxes  other  than  income 
taxes. 

By  Mr.  Hackney: 

Q.  Now,  Mr.  Coffman,  you  were  in  the  middle  of  ex¬ 
plaining  Philadelphia’s  Exhibits  95,  96  and  97.  I  believe 
you  have  finished  now  with  Exhibit  96?  A.  Yes. 

Q.  Will  you  pick  up  now  and  explain  Philadelphia  Ex¬ 
hibit  No.  97?  A.  On  Chart  21  of  Philadelphia  Exhibit 
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No.  97  captioned  “Railway  passenger  car  equipment”,  I 
show  a  breakdown  of  the  [3144]  passenger  car  equipment 
for  the  Pittsburgh  Railways  Company  over  the  1939-1945 
period  as  between  the  old  type  of  cars  owned  and  the  new 
PCC  type  car  owned,  and  a  comparison  is  made  on  the  same 
basis  with  the  transit  industry  as  a  whole. 

The  Pittsburgh  Railways  Company  increased  its  oper¬ 
ating  efficiency  to  a  considerable  extent  during  the  past 
several  years  by  the  purchase  of  the  new  modern  type  PCC 
cars. 

In  1939,  out  of  1,084  passenger  cars  owned,  eighteen  and 
five-tenths  per  cent  represented  the  new  PCC  type  of  car. 

In  1945,  of  1,224  passenger  cars  owned,  564,  or  46.1  per 
cent,  represented  the  new  PCC  type  car. 

In  number  of  cars  owned  and  in  relation  to  the  total 
equipment  available,  the  Pittsburgh  Railways  Company 
owned  more  PCC  cars  than  any  other  system  in  the  country. 

As  shown  in  the  right  box  on  the  chart,  the  total  number 
of  railway  cars  for  the  transit  industry  amounted  to  29,320 
in  1939.  The  total  number  of  PCC  cars  in  the  industry  at 
that  time  amounted  to  only  S32,  or  2.8  per  cent. 

By  the  end  of  1945  total  passenger  railway  cars  of  the 
industry  had  decreased  to  26,682  and  the  number  of  PCC 
cars  then  numbered  2,790  of  the  total  or  10.5  per  cent  of 
the  total.  It  can  be  seen  from  this  chart  that  the  Pittsburgh 
Railways  Company  has  made  rapid  strides  in  its  program 
of  providing  a  highly  efficient  transportation  system  in  the 
City  of  Pittsburgh. 

[3145]  The  comparisons  shown  in  my  study  on  the 
transportation  system  may  also  be  said  to  be  favorable 
to  the  Pittsburgh  Railways  Company.  The  trend  of  both 
traffic  and  revenue  over  an  extended  period  follows  closely 
that  of  the  Philadelphia  Transportation  Company. 
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The  revenue  per  vehicle  mile  for  the  Pittsburgh  Rail¬ 
ways  Company  shows  a  lower  cost  of  service  for  that 
company  as  compared  with  the  Philadelphia  Transporta¬ 
tion  Company. 

From  the  standpoint  of  operations,  the  over-all  cost  of 
furnishing  transportation  is  lower  for  Pittsburgh  Railways 
Company. 

Finally,  the  Company  compares  favorably  with  the 
transit  industry  in  the  modernization  of  its  facilities. 

Q.  I  believe  now  that  concludes  the  exhibits  which  you 
have  prepared  on  the  subject  of  comparisons.  A.  Yes, 
sir;  it  does. 

Q.  Now,  referring  to  all  of  Philadelphia’s  Exhibits  88 
to  97  inclusive,  what  conclusion  can  be  drawn  from  them  in 
your  opinion?  A.  By  way  of  summarizing  all  my  com¬ 
parative  studies  on  the  operating  subsidiaries  of  the  Phil¬ 
adelphia  Company,  it  is  my  opinion  that  better  operating 
results  are  possible  under  joint  operations  such  as  pres¬ 
ently  conducted  than  on  an  independently  operated  basis. 

Q.  And  will  you  give  your  reasons  for  this  opinion? 
[3146]  A.  The  Company,  through  its  joint  operations, 
enjoys  a  flexibility  in  the  use  of  managerial  skill  which  is 
not  present  in  an  independently  operated  company. 

Joint  operations  enable  a  company  to  utilize  a  minimum 
of  staff  to  a  maximum  of  endeavor  and  responsibility,  which 
cannot  be  developed  to  the  same  extent  by  companies 
offering  a  single  service  to  the  public.  In  offering  a  single 
service  there  are  many  functions  which  must  be  performed 
and  which  require  a  certain  irreducible  minimum  of  cost  if 
the  service  is  to  be  satisfactorily  maintained  for  the  con¬ 
sumer. 

Under  joint  operations,  many  of  these  functions  for 
different  services  are  the  same,  such  as  those  performed  by 
the  General  Departments  of  the  Philadelphia  Company  for 
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the  various  subsidiary  companies.  The  result  is  an  exces¬ 
sive  use  of  personnel  and  specialized  talents  and  a  saving 
in  cost  which  cannot  be  possibly  obtained  by  a  company 
which  is  producing  and  offering  only  one  service  to  the 
public,  in  an  integrated  area  such  as  Pittsburgh. 

Mr.  Hackney:  You  may  cross-examine. 

Mr.  Guttmann:  Do  I  understand,  Mr.  Examiner,  that 
Exhibits  95,  96  and  97  have  been  received  ? 

The  Examiner:  They  have  been  received  under  the  Re¬ 
spondent’s  offer  of  proof — for  that  purpose  and  that  pur¬ 
pose  only.  I  sustained  your  objection  to  the  exhibits,  but 
they  are  in  for  the  purpose  of  the  proof,  as  an  offer  of 
proof. 

[3147]  Mr.  Hackney:  And  I  believe  there  was  an  ex¬ 
ception  to  the  Examiner’s  ruling. 

The  Examiner:  There  was  an  exception,  yes,  sir. 

Cross-examination: 

By  Mr.  Guttmann: 

Q.  Mr.  Coffman,  with  reference  to  Exhibit  88,  I  note 
that  as  to  the  nine  companies  that  you  have  used  as  the 
basis  for  comparison  there  are  present  in  the  exhibit  no 
statistics  that  would  be  comparable  to  those  that  you  show 
either  for  Duquesne  or  for  the  industry  as  a  whole,  is  that 
right?  A.  Well,  in  Exhibit  88,  on  page  3  of  the  tables, 
for  each  of  the  years  1941  to  1945,  and  the  average  for  that 
period,  the  per  cents  are  all  shown. 

Q.  But  not  the  basic  figures  upon  which  those  per  cents 
were  obtained?  A.  That  is  correct.  And  the  basic 
figures  are  taken  from  the  individual  company  figures  in 
the  Federal  Power  Commission’s  Volume  for  each  year, 
which  is  included  in  the  over-all  industry  series  of  com¬ 
panies. 
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The  Examiner:  How  many  companies  were  there  all  told 
in  the  Federal  Power  study? 

The  Witness:  As  stated  in  the  Federal  Power  Commis¬ 
sion’s  volume  of  Statistics  of  Electric  Utilities  in  the  United 
States  for  1941,  as  of  December  31,  1941,  there  were  374 
privately  owned  [3148]  Class  A  and  Class  B  Electric 
Utility  Operating  Companies  in  the  United  States. 

The  Examiner:  And  you  took  Class  A  companies,  didn’t 
you? 

The  Witness:  Class  A  and  Class  B  companies. 

The  Examiner:  Did  you  take  some  B’s? 

The  Witness:  I  took  those  because  the  figures  were  ex¬ 
tracted  directly  from  the  Federal  Power  Commission  book. 

The  Examiner:  And  how  many  companies  did  you  find 
met  your  standards  of  that  300  companies? 

The  Witness:  There  were  the  nine  companies. 

The  Examiner:  Only  the  nine? 

The  Witness:  Yes,  sir. 

The  Examiner:  That  is,  where  100  per  cent  was  electric 
and  85  per  cent  steam  generated? 

The  Witness:  Yes,  sir. 

The  Examiner:  And  there  were  only  nine  out  of  the 
three  hundred  companies? 

The  Witness:  That  is  correct. 

The  Examiner:  Was  the  Detroit  Edison  such  a  com¬ 
pany? 

The  Witness:  No,  sir;  that  is  not  one  of  the  companies 
that  met  the  test. 

The  Examiner:  Well,  over  85  per  cent  of  its  property 
was  being  generated,  wasn’t  it? 
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Mr.  Hackney:  No,  sir;  they  had  to  derive  100  per  cent 
[3149]  of  the  revenue  from  electric  energy  sales. 

The  Examiner:  Well,  that  is  what  I  am  getting  to.  What 
revenues  did  they  have  other  than  electric,  the  Detroit 
Edison  Company! 

The  Witness:  I  am  checking  that  now,  sir. 

The  Examiner:  It  is  pretty  close  to  100  per  cent,  isn’t  it! 

The  Witness:  It  is  fairly  close,  hut  it  does  not  quite  meet 
the  test.  It  has  certain  hydro  power,  which  is  the  additional 
item. 

The  Examiner:  Well,  it  is  very  small,  isn’t  it!  Only  one 
or  two  per  cent! 

The  Witness:  Well,  it  is  small,  that  is  correct,  in  com¬ 
parison  to  total. 

The  Examiner:  Not  more  than  one  or  two  per  cent,  is  it! 

The  Witness:  No,  I  don’t  believe  it  would  be  any  more 
than  that. 

The  Examiner:  They  do  not  brag  about  it,  I  know  that. 
When  they  come  down  here  to  testify  before  me  they  don’t 
brag  about  their  hydro. 

That  would  have  been  a  good  one  on  every  other  respect, 
wouldn’t  it!  Because  its  lines  and  property  are  all  within 
the  City  of  Detroit! 

The  Witness:  Well,  if  it  had  met  the  test,  yes,  that  is 
correct. 

The  Examiner:  Well,  how  about  the  Cleveland  Electric 
Illuminating  Company  and  the  Milwaukee  Company! 

[3150]  The  Witness:  Well,  that  one  was  not  included 
because  certain  expenses  were  applicable  to  hot  water  heat¬ 
ing  utility. 
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The  Examiner:  And  how  much  were  those  expenses — 
less  than  one  per  cent,  weren’t  they? 

The  Witness:  Yes.  It  is  very  small. 

The  Examiner:  Well,  if  your  standard,  instead  of  100 
per  cent,  if  you  had  your  standard  90  per  cent  you  could 
have  brought  in  the  Indianapolis  Power  &  Light,  the  Colum¬ 
bus  and  the  Youngstown  companies  and  Cleveland? 

The  Witness:  Well,  as  I  think  I  pointed  out,  if - 

The  Examiner:  And  they  would  be  better  comparisons 
than  Houston  and  Hartford  and  Staten  Island  and  Sheri¬ 
dan,  and  a  lot  of  these  companies  that  you  have  taken? 

The  Witness:  Well,  except  that  I  was  trying  to  get  com¬ 
panies  which  were,  from  standpoint  of  revenue,  comparable 
to  Duquesne,  and,  as  I  stated,  Duquesne  derived  100  per 
cent  of  its  revenue  from  electric  energy  sales.  Any  other 
variation  I  made,  of  course,  would  expand  the  list  and,  as 
I  stated,  if  it  kept  on  going  finally  I  would  have  no  com¬ 
parability. 

The  Examiner:  Let  me  ask  you  this:  Don’t  you  think 
that  a  comparison  of  Cleveland  Electric  Illuminating,  which 
is  similar  territory  to  Pittsburgh,  would  be  a  more  apt 
comparison  than  Houston  or  Hartford? 

The  Witness:  Well,  I  think  the  answer  to  that  question 
comes  down  to  the  matter  of  tests  on  some  bases.  There 
must  be  [3151]  certain  guides  used  to  make  the  selection, 
otherwise  you  select  companies  at  random  and  actually  there 
are  no  two  companies  that  are  exactly  comparable,  so  what 
I  did,  on  the  basis  of  tests  I  used,  was  to  get  that  group 
which  most  nearly  measured - 

The  Examiner:  To  make  a  comparison  of  industrial 
customers,  commercial  customers  and  residential  cus¬ 
tomers,  wouldn’t  you  think  that  the  Pittsburgh  district  and 
Youngstown  and  Cleveland  and  Detroit  would  be  more 
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nearly  comparable  than  Hartford,  Staten  Island,  Newport 
or  Nebraskka? 

The  Witness:  Well,  as  I  have  stated,  if  you  include 
other  sources  of  revenue  than  that  derived  directly  from 
electric  energy,  I  think  it  is  true  that  might  be  the  case, 
but  I  was  trying  to  get  at  a  test  which  was  based  upon  a 
source  of  revenue  comparable  to  Duquesne,  which  was  100 
per  cent  derived  from  electric  energy. 

The  Examiner:  All  right,  Mr.  Guttmann. 

By  Mr.  Guttmann: 

Q.  Mr.  Coffman,  on  the  first  of  your  tables  supporting 
Charts  Nos.  1,  2,  and  3  in  Exhibit  P-88,  you  do  set  forth 
the  number  of  customers  of  Duquesne  Light  Company. 
Can  you  now  tell  us  the  number  of  customers  of  Hartford 
Electric  Light  Company?  For  the  purpose  of  test,  sup¬ 
pose  you  just  take  the  year  1945,  and  it  may  simplify  it  for 
you.  A.  Well,  I  don’t  have  the  number  of  customers.  I 
merely  have  information  as  to  the  area  served  and  the  esti¬ 
mated  [3152]  population  of  249,000. 

Q.  How  did  you  derive  your  percentage  of  total  cus¬ 
tomers  as  shown  on  the  last  sheet  of  the  table  supporting 
Charts  1,  2  and  3  in  this  exhibit,  Mr.  Coffman?  A.  The 
total  number  of  customers  of  Hartford  Electric  Light  Com¬ 
pany  in  1945  was  80,514. 

Q.  And  that  is  as  against  365,192  of  Duquesne,  is  that 
right,  over  a  comparable  period?  A.  Yes,  that  is  cor¬ 
rect. 

Q.  How  many  did  Houston  Lighting  &  Power  have  in 
1945?  A.  It  had  in  1945,  198,768. 

Q.  How  about  Kansas  Gas  &  Electric?  A.  84,713. 

Q.  Nebraska  Power  Company?  A.  95,514. 

Q.  Newport  Electric  Company?  A.  13,129. 
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Q.  Sheridan  County  Electric  Company?  A.  That  is 
4,S03. 

The  Examiner:  Is  that  one  in  Wyoming? 

The  Witness:  Yes,  that  is. 

By  Mr.  Guttmann: 

Q.  Staten  Island  Edison?  A.  51,107. 

Q.  United  Illuminating  Company?  [3153]  A.  It  is 
145, SS3. 

Q.  And  West  Penn  Power  Company?  A.  250,217. 

Q.  Now,  Mr.  Coffman,  will  you  please  give  us  the  total 
kilowatt  hour  sales  for  Hartford  Electric  Light  Company 
in  1945  that  would  be  comparable  to  the  figure  of  3,013,935 
kilowatt  hours  shown  for  Duquesne  in  that  year?  A. 
That  is  S35,475. 

Q.  And  for  Houston  Lighting  &  Power? 

.1/r.  Hackney:  This  is  total,  including  residential,  rural, 
commercial,  and  industrial? 

Mr.  Guttmann:  That  is  right,  comparable  to  the  figure 
given  in  thousand  kilowatt  hours  of  3,013,935  for  Duquesne. 
A.  That  is  1,590,878. 

By  Mr.  Guttmann: 

Q.  The  figures  you  are  giving  now  are  not  in  thousand 
kwh,  are  they?  A.  These  are  total  kilowatt  hour  sales. 

Q.  Kansas  Gas  &  Electric?  A.  555,597. 

Q.  Nebraska  Power  Company?  A.  593,849. 

Q.  Newport  Electric  Company?  A.  33,881. 

Q.  Sheridan  County  Electric  Company?  [3154]  A. 
13,505. 

Q.  Staten  Island  Edison  Company?  A.  194,989. 
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[3155]  Q.  United  Illuminating  Company?  A. 

$695,616. 

Q.  West  Penn  Power  Company?  A.  $2,589,598. 

Q.  Now,  Mr.  Coffman,  with  reference  to  Duquesne,  your 
table  supporting  the  charts  showed  separately  the  total  rev¬ 
enues  from  sales  of  electric  energy  and  then  other  electric 
revenues.  I  wonder  whether  you  will  give  us  each  of  those 
figures  as  to  Hartford  Electric  Light  Company?  A.  The 
total  revenues  from  sales  of  energy  is  $11,784,773.  Other 
electric  revenues,  $1,836.  The  total  operating  revenues  are 
$11,786,609. 

Q.  Would  you  give  use  the  same  data,  please,  as  to 
Houston  Light  &  Power?  A.  Total  revenues  from  sales 
of  energy,  $20,221,930.  Other  electric  revenues,  $589,619, 
total  electric  operating  revenues,  $20,811,549. 

Q.  Kansas  Gas  &  Electric?  A.  Total  revenues  from 
sales  of  energy,  $9,684,103.  Other  electric  revenues,  $128,767. 
Total  electric  operating  revenue,  $9,812,870 

Q.  Nebraska  Power  Company?  A.  Total  operating 
revenues  from  sales  of  energy,  $10,936,617.  Other  electric 
revenues  $633,719.  Total  electric  operating  revenues, 
$11,570,336. 

[3156]  Q.  Newport  Electric  Company.  A.  Total 
revenues  from  sale  of  energy  $1,165,992.  Other  electric 
revenues,  $5,765.  Total  electric  operating  revenues 
$1,171,757. 

Q.  Sheridan  County  Electric  Company.  A.  Total 
revenues  from  sale  of  energy,  $412,809.  Other  electric 
revenues,  $1,948.  Total  electric  operating  revenues, 
$414,757. 

Q.  Staten  Island  Edison?  A.  Total  revenues  from 
sales  of  energy,  $4,265,932.  Other  electric  revenues,  $125,463. 
Total  operating  revenues  $4,391,395. 
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Q.  United  Illuminating  Company?  A.  Total  revenues 
from  sales  of  energy,  $14,919,125.  Other  electric  revenues, 
$54,232.  Total  electric  operating  revenues,  $14,973,357. 

The  Examiner:  Where  is  that  company  located. 

The  Witness :  Connecticut. 

By  Mr.  Guttmann: 

Q.  West  Penn  Power  Company.  A.  Total  revenues 
from  sales  of  energy,  $31,346,327.  Other  electric  revenues, 
$2S5,27S.  Total  electric  operating  revenues  $31,631,605. 

Q.  Now,  Mr.  Coffman,  in  the  course  of  listing  this  infor¬ 
mation,  with  specific  reference  to  Houston  Light  &  Power 
[3157]  you  mentioned  an  item  of  $589,619  as  representing 
other  electric  revenues,  other  than  total  sales  of  energy,  and 
I  ask  you  whether  you  made  any  effort  to  ascertain  the 
nature  of  that  item?  A.  No,  I  have  taken  that  figure 
directly  from  the  reports  of  the  Commission. 

Q.  And  you  have  made  no  endeavor  to  ascertain  its 
nature,  is  that  it?  A.  That  is  correct.  I  have  taken  the 
figures  reported. 

Q.  And  is  your  answer  the  same  as  to  the  $633,719  of 
other  electric  revenues  applicable  to  Nebraska  Power  Com¬ 
pany?  A.  Yes,  the  same  answer  would  be  true. 

Q.  And  your  answer  would  be  the  same  as  to  any  other 
item  in  such  category,  is  that  right?  A.  Generally,  that 
would  be  the  case,  yes. 

Q.  Now,  would  you  tell  us  the  reason,  in  connection  with 
Exhibit  8S,  for  your  having  selected  the  years  1941  to  1945 
for  your  average  purposes,  particularly  in  the  light  of  the 
War  years?  A.  Well,  as  I  think  I  said  in  my  direct  tes¬ 
timony,  I  did  not  feel  that  any  one  year  would  be  sufficient, 
that  it  would  be  better  to  have  a  period  and  a  trend,  and  I 
took  a  five-year  period  as  being  a  reasonable  period  in  which 
to  study  the  data. 
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[3158]  On  that  basis,  1941  data  would  have  been  the 
year  which  began  the  five-year  period,  and  the  total  of  the 
years  were  those  which  were  closest  to  the  time  of  my  study 
as  I  could  get,  in  view  of  the  availability  of  data. 

Q.  Does  not  the  fact  that  those  years  coincided  with  the 
years  of  the  War,  in  your  judgment,  affect  the  value  of 
those  figures  for  comparative  purposes,  as  a  trend?  A. 
Well,  there  is  no  doubt  that  the  War  had  an  effect  on  the 
figures,  but  the  conditions  throughout  the  War  changed 
conditions  in  this  country  considerably,  and  it  seemed  to  me 
that  to  take  anything  prior  to  that  would  be  getting  back 
in  years  so  far  back  that  they  would  not  be  reliable,  and 
all  these  companies  had  the  influence  of  the  War. 

Q.  Now,  with  reference  to  the  yardsticks  that  you  em¬ 
ployed  in  selecting  these  companies  for  comparative  pur¬ 
poses,  you  stated  that  one  of  those  yardsticks  that  appears 
as  the  generation  of  electrical  energy  came  from  steam 
sources?  A.  That  is  correct. 

Q.  Can  you  tell  us  of  those  companies  which  of  them 
use  coal  and  which  use  other  fuel  for  steam  generation? 
A.  No,  sir,  I  don’t  believe  I  can  answer  that. 

[Over-night  adjournment;  there  follows  a  request  by 
counsel  for  Philadelphia  Company  to  call  two  expert  wit¬ 
nesses  out  of  order,  which  request  was  granted  by  the 
Examiner.] 


[3163]  Frank  T.  Trohaugh  was  called  as  a  witness 
and,  having  been  duly  sworn,  was  examined  and  testified 
as  follows: 

Direct  examination: 

[3164]  By  Mr.  Hackney: 

Q.  Mr.  Trohaugh,  will  you  please  state  your  full  name? 
A.  Frank  T.  Trohaugh. 
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Q.  What  is  your  residence?  A.  R.  F.  D.  No.  5, 
Crafton. 

Q.  Is  Crafton  a  suburb  of  Pittsburgh?  A.  Yes,  sir. 

Q.  Where  is  your  place  of  business?  A.  4112  Jenkin’s 
Arcade,  Pittsburgh,  and  641  Oliver  Building,  Pittsburgh. 

Q.  What  is  your  age,  Mr.  Trohaugh  ?  A.  41. 

Q.  What  is  your  business  ?  A.  Real  estate  selling  and 
leasing  and  office  building  operation. 

Q.  How  long  have  you  been  in  the  real  estate  business? 
A.  Since  the  time  I  was  14  I  have  been  connected  with  the 
office  building  or  real  estate  business,  starting  in  as  an 
office  boy  and  continuing  ever  since. 

Q.  Whereabouts  did  you  start  as  an  office  boy?  A. 
In  the  Jenkin’s  Arcade. 

Q.  How  long  did  you  continue  as  that?  A.  Well,  I 
would  say  two  years. 

Q.  Two  years?  A.  Yes,  sir. 

[3165]  Q.  In  whose  office  were  you  an  office  boy?  A. 
Of  the  renting  agent  and  owner  of  the  building. 

Q.  And  what  was  your  connection  in  the  real  estate 
business?  A.  As  secretary  to  the  renting  agent  and  the 
owners  of  the  building. 

Q.  How  long  did  you  occupy  that  position  as  secre¬ 
tary?  A.  Until  1927. 

Q.  And  then  what  was  your  experience  after  that? 
A.  I  left  there  and  became  associated  with  C.  C.  McKallip 
&  Company,  a  leading  real  estate  concern  in  Pittsburgh. 

Q.  What  were  your  duties  while  you  were  with  C.  C. 
McKallip  &  Company?  A.  Renting  and  management  of 
eight  or  nine  office  buildings  which  they  had  at  that  time. 

Q.  That  is,  you  were  in  charge  of  the  renting  and  man¬ 
agement  of  those  office  buildings?  A.  Yes,  sir. 
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Q.  What  were  some  of  those  office  buildings  ?  A.  The 
Standard  Life  Building. 

Q.  Excuse  me.  In  connection  with  your  testimony  will 
you  give  some  indication  of  the  size  and  location  of  the 
buildings?  A.  The  Standard  Light  Building,  Smithfield 
and  Fourth  Avenue,  29,574  square  feet.  The  McGee  Build¬ 
ing,  336  Fourth  [3166]  Avenue,  39,060  square  feet. 

Q.  Are  those  rentable  areas?  A.  Rentable  areas, 
that  is  right.  The  Law  and  Finance  Building,  429  Fourth 
Avenue,  with  a  rentable  area  of  121,569  square  feet.  The 
Smithfield  Building  at  Smithfield  and  Sixth  Avenue,  with 
60,000  square  feet.  And  there  were  several  other  build¬ 
ings  that  I  just  don’t  have  the  area  of. 

Q.  Did  you  have  charge  of  the  fixing  of  rents  for  those 
buildings?  A.  Yes,  sir. 

Q.  What  were  your  other  duties  in  connection  with  these 
office  buildings  which  you  have  mentioned?  A.  General 
operation  of  the  buildings. 

Q.  How  long  did  you  continue  with  C.  C.  McKallip  & 
Company  in  that  capacity?  A.  Approximately  four 
years,  until  1931. 

Q.  And  then  what  was  your  business  connection  after 
that?  A.  I  left  there  and  became  associated  with  James 
P.  Donovan,  a  leading  real  estate  broker  in  Pittsburgh, 
and  continued  with  him  until  1936. 

Q.  What  were  your  duties  while  you  were  with  Mr. 
Donovan?  A.  At  the  time  I  had  charge  of  the  Medical 
Arts  Building,  which  was  just  opened,  and  also  handled 
chain  store  leasing  and  commercial  and  industrial  real 
estate,  both  [3167]  selling  and  renting. 

Q.  What  is  the  size  of  the  Medical  Arts  Building  in 
rentable  area?  Can  you  give  us  that  approximately? 
A.  I  cannot  tell  you. 
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Q.  Is  it  comparable  with  these  other  buildings  you 
mentioned?  A.  Yes,  approximately. 

Q.  After  1938  what  did  you  do?  A.  After  1938  I 
became  general  manager  and  renting  agent  of  the  Jenkin’s 
Arcade  Building. 

Q.  Where  is  that  situated?  A.  At  the  corner  of 
Fifth  and  Liberty  Avenues. 

Q.  And  what  is  the  rentable  area  of  that  building? 
A.  200,000  square  feet. 

Q.  Have  you  been  connected  with  the  operations  of  that 
building  ever  since?  A.  Yes,  sir. 

Q.  In  what  connection?  A.  As  general  manager, 
renting  agent,  and  a  director  of  the  company. 

Q.  "When  were  you  made  a  director  of  the  company? 
A.  In  1942. 

Q.  As  such  have  you  had  charge  of  the  fixing  of  rents 
for  the  Jenkin’s  Arcade?  A.  I  have  complete  charge  of 
the  entire  operation. 

[3168]  Q.  Have  you  kept  an  interest  or  are  you  still 
connected  in  any  way  with  James  P.  Donovan?  A.  I  am 
still  associated  with  him. 

Q.  And  what  are  your  duties  in  connection  with  that 
association?  A.  Renting  and  selling  of  commercial  and 
industrial  real  estate. 

Q.  You  spoke  of  the  Jenkin’s  Arcade  as  having  200,000 
square  feet  roughly.  Is  that  rentable  area?  A.  Rent¬ 
able  area. 

Q.  How  much  rentable  area  is  in  the  central  building 
of  Philadelphia  Company,  owned  by  Equitable  Real  Estate 
Company?  A.  Approximately  160,000  square  feet. 

Q.  Have  you  had  any  connection  with  any  real  estate 
bodies  in  Pittsburgh  or  Pennsylvania  or  elsewhere?  A. 
Yes,  sir. 
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Q.  Will  you  state  some  of  those  connections,  please,  and 
official  position  that  you  held?  A.  I  am  a  past  presi¬ 
dent  and  now  a  director  of  the  Building  and  Owners  and 
Managers  Association  of  Pittsburgh. 

Q.  What  does  that  association  do?  A.  The  associa¬ 
tion  membership  consists  of  all  the  principal  office  build¬ 
ings  in  Pittsburgh,  including  many  of  the  elevator  apart¬ 
ments,  and  the  purpose  of  the  organization  is  to  exchange 
information,  the  same  as  any  trade  organization  does. 
[3169]  We  collect  and  exchange  information. 

Q.  Is  information  exchanged  with  reference  to  rents 
charged  in  other  office  buildings?  A.  Surveys  are  made 
in  connection  with  rents  as  well  as  operating  costs. 

Q.  What  proportion  of  the  owners  and  managers  of 
office  buildings  in  the  triangle  area  of  Pittsburgh  belong 
to  this  association?  A.  I  would  say  95  per  cent. 

Q.  What  other  body  are  you  connected  with?  A.  I 
am  a  member  of  the  American  Institute  of  Real  Estate 
Appraisers. 

Q.  For  how  long  have  you  been  a  member  of  that  organ¬ 
ization?  A.  Since  1937. 

Q.  What  are  the  qualifications  for  membership  in  that 
institute?  A.  Well,  it  is  a  very  tough  organization  to 
get  into. 

The  Examiner:  Who  is  the  president  of  that  Institute? 

The  Witness:  Nationally? 

The  Examiner :  Yes. 

The  Witness:  I  do  not  know. 

By  Mr.  Hackney: 

Q.  How  many  members  are  there  in  the  United  States 
in  that  Institute?  [3170]  A.  Approximately  800. 
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Q.  Do  you  have  to  pass  any  tests  to  be  admitted  to  mem¬ 
bership?  A.  First  you  must  have  a  certain  number  of 
years’  experience  in  the  real  estate  appraisal  field,  and  sec¬ 
ondly  you  must  pass  an  examination  for  membership. 

Q.  Have  you  any  connection  with  the  Western  Penn¬ 
sylvania  Chapter  of  the  American  Institute  of  Real  Estate 
Appraisers  ?  A.  I  am  a  member  now  and  a  past  president 
of  the  Western  Pennsylvania  Chapter. 

Q.  How  about  the  Middle  Atlantic  Association  of  Build¬ 
ing  Owners  and  Managers  Association?  A.  I  am  a  direc¬ 
tor  of  the  Middle  Atlantic  Conference  of  the  Building 
Owners  and  Managers  Association. 

Q.  What  area  does  that  association  cover?  A.  The 
Middle  Atlantic  States — in  other  words,  the  Eastern  States. 

Q.  How  about  the  Pittsburgh  Real  Estate  Board?  A. 
I  am  a  vice-president  of  the  Pittsburgh  Real  Estate  Board. 

Q.  Did  you  ever  occupy  any  other  official  position  in 
connection  with  that  Board?  A.  I  was  secretary  in  1946. 

Q.  What  are  the  qualifications  for  membership  in  the 
Pittsburgh  Real  Estate  Board  ?  [3171]  A.  You  must  be 
of  good  character,  and  you  must  be  a  registered  real  estate 
broker. 

Q.  Now,  tell  us  in  general  what  experience  you  have  had 
in  connection  with  rents  being  charged  for  office  buildings 
in  the  downtown  Pittsburgh  area?  A.  It  is  my  business 
to  know  the  rents  charged  by  all  of  my  competitors,  and  on 
the  different  committees  in  the  Real  Estate  Board,  as  well 
as  the  Building  Owners  and  Managers  Associations,  that 
information  is  available. 

Q.  Are  you  in  touch  with  the  rental  situation  from  day 
to  day?  A.  Yes,  sir. 

Q.  How  do  you  keep  in  touch  with  it?  A.  Through 
the  different  committees  of  the  Building  Owners  and  Man¬ 
agers  and  in  direct  touch  with  the  other  building  managers. 
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Q.  Are  you  familiar  with  what  is  known  as  the  Central 
Building  owned  by  Equitable  Beal  Estate  Company!  A . 
Yes,  I  am. 

Mr.  Hackney:  Will  you  mark  this  as  Philadelphia  Ex¬ 
hibit  98. 

The  Examiner:  Do  you  tender  the  witness  as  an  expert! 
Mr.  Hackney:  I  do. 

[3172]  The  Examiner:  Do  you  desire  to  cross-examine, 
Mr.  Guttmann! 

Mr.  Guttmann:  Just  one  question,  if  I  may. 

Cross-examination: 

By  Mr.  Guttmann: 

Q.  Mr.  Trohaugh,  you  have  rented  certain  space  in  out¬ 
side  buildings  to  Philadelphia  Company  or  its  subsidiaries, 
have  you  not !  A.  Never. 

Q.  You  stated  that  you  have  an  office  in  the  Oliver 
Building?  A.  Yes,  sir. 

Q.  Are  you  renting  agent  for  that  building?  A.  No, 
I  am  associated  with  James  P.  Donovan,  who  is  located  in 
641  Oliver  Building. 

Q.  And  is  his  office  the  renting  agency  for  that  building! 
A.  No,  sir. 

Q.  Do  you  know  whether  or  not  his  office  has  at  any  time 
rented  space  in  outside  buildings  to  Philadelphia  Company 
or  subsidiaries?  A.  They  never  have. 

Mr.  Guttmann:  No  further  questions. 
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Re-direct  examination  [sic]: 

By  Mr.  Hackney: 

Q.  Mr.  Trohaugh,  I  show  you  an  exhibit  which  has  been 
[3173]  marked  as  Philadelphia  Exhibit  98.  Will  you  tell 
us  what  that  photograph  is,  please  ?  A.  That  is  a  picture 
of  the  building  commonly  known  as  the  Philadelphia  Com¬ 
pany  Building. 

Mr.  Hackney:  I  offer  in  evidence  Philadelphia  Exhibit 
Xo.  98. 

Mr.  Guttmann:  Objected  to.  There  is  no  showing  as 
to  the  date  on  which  it  was  taken  nor  by  whom. 

By  Mr.  Hackney: 

Q.  Mr.  Trohaugh,  is  that  picture  a  correct  picture  of 
the  building  as  it  exists  today?  A.  Yes,  sir. 

Mr.  Hackney:  I  renew  my  offer. 

Mr.  Guttmann:  Same  objection.  There  is  no  showing 
when  it  was  taken. 

The  Examiner:  I  will  overrule  the  objection. 

Mr.  Guttmann:  I  take  an  exception. 

The  Examiner:  Yes.  The  picture  will  come  in. 

Mr.  Hackney:  I  would  like  to  have  this  marked  as 
Philadelphia  Exhibit  Xo.  99. 

By  Mr.  Hackney: 

[3174]  Q.  Mr.  Trohaugh,  I  show  you  a  map  which  has 
been  marked  as  Philadelphia  Exhibit  99.  Are  you  familiar 
with  that  map  ?  A.  Yes,  sir. 

Q.  Does  that  map  accurately  show  the  building  known 
as  the  Central  Building,  or  locally  known  as  the  Philadel¬ 
phia  Company  Building?  A.  Yes,  sir. 
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Q.  And  does  it  show  the  abutting  streets  and  some  of  the 
nearby  properties?  A.  Yes,  sir. 

Mr.  Hackney:  I  offer  in  evidence  Philadelphia  Exhibit 
No.  99. 

By  Mr.  Guttmann: 

Q.  Has  there  been  any  change  in  the  situation  as  shown 
on  that  map  in  any  respect  since  the  date  of  its  revision, 
which  is  stated  thereon  to  be  August  29, 1938?  A.  No,  sir. 

Mr.  Guttmann:  No  objection. 

The  Examiner:  The  map  will  come  in  as  Philadelphia 
Exhibit  99. 

By  Mr.  Hackney: 

Q.  Now,  Mr.  Trohaugh,  will  you  please  state  the  streets 
upon  which  the  Central  Building  abuts  and  the  footage  of 
the  [3175]  abutments?  A.  The  building  has  a  frontage 
of  85.36  feet  on  Sixth  Avenue  and  240.05  on  William  Penn 
Place,  and  86.33  feet  on  Strawberry  Way,  and  240.05  on 
Garland  Way. 

Q.  It  is  completely  surrounded  by  streets,  I  believe? 
A.  Streets  and  alleys. 

Q.  Does  the  Central  Building  occupy  the  entire  lot? 
A.  Yes,  sir. 

Q.  Do  you  know  the  rentable  area  in  the  Central  Build¬ 
ing?  A.  Yes,  sir. 

Q.  What  is  that  ?  A.  The  total  rentable  area  is  159,540 

square  feet. 

Q.  Are  you  familiar  with  the  building  itself?  A.  Yes, 
sir,  I  am. 

Q.  To  what  extent  have  you  had  occasion  to  visit  the 
building  and  become  acquainted  with  it?  A.  I  have  had 
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numerous  occasions  to  go  into  the  building  on  matters  of 
business  ■with  the  various  companies. 

Q.  In  what  connection  would  you  have  occasion  to  go 
in  there?  What  business  connection?  A.  Signing  con¬ 
tracts  for  the  various  properties  with  which  I  am  connected, 
for  gas,  steam  heat,  electricity. 

Q.  Are  you  familiar  with  the  rents  being  paid  for  space 
in  the  Central  Building  at  present?  A.  Yes,  sir. 

[3176]  Q.  I  should  have  asked  you,  when  was  your  last 
visit  to  the  Central  Building?  A.  Approximately  three 
weeks  ago. 

Q.  Will  you  tell  us,  please,  what  are  the  rents  presently 
being  paid  for  space  in  the  Central  Building?  A.  For 
the  utility  hall,  which  is  located  in  the  basement,  the  rental 
is  $2.81,  which  includes  air  conditioning  and  other  services, 
such  as  towels,  soap,  and  so  forth,  and  janitor  service.  The 
balance  of  the  basement  space  is  being  rented  at  $1.71  a 
square  foot.  The  first  floor  front  rental  is  $9.11  per  square 
foot.  The  first  floor  rear  is  $4.61.  And  the  second  to  the 
ninth  floors,  inclusive,  is  $3.26  per  square  foot. 

Q.  To  what  extent  does  the  building  have  air  condition¬ 
ing?  A.  I  know  the  utility  hall  in  the  basement  is  air 
conditioned  and  the  entire  first  floor  is  air  conditioned,  and 
the  various  executive  offices  upstairs  are  air  conditioned. 

Q.  Are  you  familiar  with  rents  being  paid  in  other  com¬ 
parable  buildings  for  similar  space,  that  is,  space  similar 
to  that  in  the  Central  Building?  A.  Yes,  sir. 

Q.  What  other  buildings  do  you  have  in  mind  as  to 
comparability?  A.  I  have  in  mind  the  Grant  Building 
located  at  the  [3177]  corner  of  Fourth  Avenue  and  Grant 
Street.  Also  the  Oliver  Building,  located  at  the  corner  of 
Smithfield  and  Sixth  Avenue.  Also  the  Union  Trust  Build¬ 
ing,  located  at  Grant  Street  and  Fifth.  I  also  have  in  mind 
the  Frick  Building  at  the  comer  of  Grant  and  Fifth. 
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Q.  How  close  would  you  say  those  buildings  are  to  the 
Central  Building,  that  is,  what  radius?  A.  Within  a 
block  or  two. 

The  Examiner:  How  about  the  Carnegie  Building?  Are 
you  familiar  with  the  rents  there? 

The  Witness:  No,  I  am  not,  sir. 

The  Examiner:  Well,  that  is  about  the  same  vintage  as 
the  Central  Building,  isn’t  it? 

The  Witness:  Well,  it  is  a  different  type  building.  There 
is  much  less  area  on  each  floor. 

The  Examiner:  But  it  was  built  around  the  same  time, 
wasn’t  it? 

The  Witness:  No,  that  is  an  older  building. 

The  Examiner:  All  right. 

By  Mr.  Hackney: 

Q.  Who  occupies  the  Carnegie  Building?  A.  The 
Carnegie  Hlinois  Steel,  or  the  U.  S.  Steel — I  don’t  know 
just  how  it  is  split  up. 

Q.  Entirely?  A.  Yes,  entirely. 

[317S]  Q.  You  have  mentioned  the  rental  rates  being 
paid  for  space  in  the  Central  Building.  How  do  those 
rental  rates  compare  with  rents  for  comparable  space  in 
other  comparable  buildings  in  Pittsburgh,  in  the  downtown 
area  of  Pittsburgh?  A.  I  would  say  that  the  rental  of 
$2.81  per  square  foot  for  the  utility  hall  is  a  fair  rental, 
and  the  balance  of  the  basement  space  at  $1.71  is  fair  and 
comparable  with  other  space.  The  $9.11  for  the  first  floor, 
which  is  air  conditioned,  is  a  reasonable  rental,  as  well  as 
the  $4.61  per  square  foot  for  the  rear  of  the  first  floor. 

Q.  Are  they  comparable  with  other  rents?  A.  Yes, 
sir. 
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Q.  How  about  the  other  floors?  A.  In  connection 
with  the  rate  of  $3.26  for  the  second  to  the  ninth  floors 
inclusive,  I  would  say  that  rate  is  a  little  low. 

Q.  That  is  lower  than  rents  for  comparable  space  in 
other  buildings?  A.  Yes,  sir. 

Q.  Do  you  know  what  services  are  included  in  the  rental 
rates  being  paid  for  space  in  the  Central  Building?  A. 
They  are  giving  services  there  which  are  not  commonly 
given  in  the  ordinary  office  building,  such  as,  furnishing 
towels  and  soap  and  air  conditioning,  and  so  forth. 

Q.  Mr.  Trohaugh,  there  has  been  some  testimony  with 
[3179]  reference  to  the  Duquesne  Building  owned  by  Du¬ 
quesne  Light  Company.  Are  you  familiar  with  that  build¬ 
ing?  A.  Yes,  sir. 

Q.  Do  you  know  approximately  how  old  that  building  is? 
A.  I  would  say  50  years. 

Q.  Will  you  give  us  the  location  of  that  building,  that 
is,  the  streets  on  which  it  abuts?  A.  The  building  is 
located  on  the  alley  known  as  Cecil  Way,  near  Duquesne 
Way. 

Q.  How  wide  is  Cecil  Way?  A.  20  feet. 

Q.  Do  you  know  the  size  of  the  plot  occupied  by  the 
Duquesne  Building?  A.  It  is  105  feet  by  120. 

Q.  Will  you  tell  us  something  about  the  construction 
of  that  building,  what  type  of  building  it  is?  A.  The 
building  is  brick,  steel  and  concrete  construction  and  is  gen¬ 
erally  known  as  a  loft  building,  used  for  light  manufac¬ 
turing. 

Q.  Does  it  have  any  elevator  service?  A.  Yes,  sir. 
It  has  two  passenger  elevators  and  a  very  large  freight 
elevator. 
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Q.  Do  you  know  what  the  first  three  floors  are  used  for? 
A.  The  first  three  floors  are  used  for  substation  purposes 
by  the  Duquesne  Light  Company. 

[3180]  Q.  And  what  are  the  other  floors  used  for  at 
present!  A.  The  fourth,  fifth,  sixth  and  seventh  floors 
are  used  for  storage  of  records  and  the  eighth,  ninth  and 
tenth  are  used  for  offices. 

Q.  What  is  the  rentable  area?  A.  The  rentable  area 
is  85,000  square  feet,  including  the  basements,  but  excluding 
the  toilet,  stairways,  and  elevator  shafts. 

Mr.  Hackney:  Will  you  please  mark  these  as  Philadel¬ 
phia  Exhibits  100  and  101? 

By  Mr.  Hackney: 

Q.  Mr.  Trohaugh,  I  show  you  two  photographs  which 
have  been  marked  as  Philadelphia  Exhibits  100  and  101. 
Will  you  look,  please,  first,  at  Philadelphia  Exhibit  100  and 
tell  us,  please,  what  does  that  photograph  portray,  to  the 
extent  that  it  does  portray  buildings?  A.  It  shows  the 
Duquesne  Building  as  well  as  the  Allegheny  County  Steam 
Building  adjoining  it. 

Q.  Now,  I  believe  the  photograph  shows  a  line  going 
up  approximately  the  middle  of  the  picture.  Is  that  the 
line  which  separates  those  two  buildings?  A.  Yes,  sir. 

Q.  And  where  is  the  Duquesne  Building  with  reference 
to  [3181]  that  line?  A.  To  the  left  of  that  line. 

Q.  Left  as  you  look  at  the  picture?  A.  Yes,  sir. 

Q.  How  many  floors  of  the  Duquesne  Building  are 
abutted  by  the  Steam  Heating  Building?  A.  Four  floors. 

Q.  And  the  floors  above  the  fourth  floor  are  clear,  I 
believe?  A.  Yes,  sir. 

Q.  Is  that  Cecil  Way  immediately  in  front  of  the  build¬ 
ing  as  you  look  at  it?  A.  Yes,  sir. 
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Q.  That  is  the  20-foot  alley  you  mentioned?  A.  Yes, 
sir. 

Q.  Now,  will  you  look  at  Philadelphia  Exhibit  101? 
Where  is  the  Duquesne  Building  in  that  picture?  A.  It 
is  to  the  rear  of  this  front  building. 

Q.  The  front  building  I  believe  is  the  Steam  Heating 
Building?  A.  Yes,  sir. 

Q.  And  what  is  the  street  in  the  foreground  of  the 
picture?  A.  Duquesne  Way. 

Q.  And  the  intersecting  street  is  Cecil  Way?  [3182] 
A.  Yes,  sir. 

Q.  Do  you  know  how  far  back  along  Cecil  Way  it  is  until 
you  come  to  the  line  of  the  Duquesne  Building?  A.  Ap¬ 
proximately  120  feet. 

Mr.  Hackney:  If  the  Examiner  pleases,  I  offer  in  evi¬ 
dence  Philadelphia  Exhibits  100  and  101. 

By  Mr.  Guttmann: 

Q.  Just  one  clarifying  question  on  101,  if  I  may. 

Mr.  Trohaugh,  the  picture  indicates  a  number  of  bridges 
across  Cecil  Way  from  one  building  to  another  across  the 
street.  Are  they  part  of  the  Duquesne  Building?  A. 
No,  sir. 

Q.  They  are  beyond  it,  are  they?  A.  That  is  beyond 
the  building.  It  is  from  Home’s  Department  Store  over 
to  the  Oppenheim  Collins  Building.  They  have  two  bridges. 

Mr.  Guttmann:  No  objection. 

The  Examiner:  The  two  photographs  will  come  in. 

By  Mr.  Hackney: 

Q.  Mr.  Trohaugh,  by  what  buildings  is  the  Duquesne 
Building  surrounded?  A.  By  Horne’s  Department  Store 
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on  two  sides  and  the  Allegheny  County  Steam  Building 
on  the  other,  and  across  the  [3183]  alley  is  the  Oppenheim 
Collins  Building,  just  20  feet  away. 

Q.  How  high  is  the  Horne’s  building?  A.  Horne’s 
is  a  seven  story  building. 

Q.  Do  you  know  how  high  the  Oppenheim  Collins  build¬ 
ing  is?  A.  Six  stories. 

Q.  Is  there  a  light  well  separating  the  Duquesne  Build¬ 
ing  from  the  Horne  building?  A.  There  is  a  10-foot 
areaway  there,  plus  a  five-foot  setback,  making  a  total  of 
15  feet. 

Mr.  Hackney:  Please  mark  this  Philadelphia  Exhibit 

102. 


By  Mr.  Hackney: 

Q.  Mr.  Trohaugh,  I  show  you  a  photograph  which  has 
been  marked  as  Philadelphia’s  Exhibit  102.  Will  you  state 
what  that  exhibit  shows,  please?  A.  It  is  a  photograph 
of  the  downtown  area  of  Pittsburgh. 

[31S4]  Q.  Aerial  photograph,  I  believe?  A.  Aerial 
photograph. 

Q.  Does  it  show  the  location  of  the  Central  Building 
and  the  Duquesne  Building  by  arrows  and  by  printed  legend 
on  the  margins  of  the  photograph  ?  A.  Yes,  sir. 

Q.  Does  it  accurately  show  the  location  of  the  Central 
Building  and  the  Duquesne  Building  as  of  the  present  time? 
A.  Yes,  sir. 

Mr.  Hackney:  If  the  Examiner  pleases,  I  offer  in  evi¬ 
dence  Philadelphia  Exhibit  102. 

By  Mr.  Guttmann: 

Q.  Mr.  Trohaugh,  there  has  been  some  change  in 
Duquesne  Way  since  this  picture  was  taken,  has  there  not? 
A.  Yes,  sir. 
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Q.  What  is  the  nature  of  the  improvement?  A. 
There  has  been  a  two-deck  highway  built  on  Duquesne  W"ay. 

By  Mr.  Hackney: 

Q.  Excuse  me.  Will  you  state  for  the  record  where 
Duquesne  Way  is  with  reference  to  the  photograph?  A. 
Duquesne  Way  is  between  the  railroad  tracks  and  the 
buildings  on  Duquesne  Way. 

By  Mr.  Guttmann: 

Q.  Are  there  any  other  material  changes  in  the  down¬ 
town  triangle  area,  any  new  construction  or  demolition? 
[31S5]  A.  No,  sir. 

Q.  Of  buildings  since  this  picture  was  taken  ?  A.  The 
Duquesne  Way  improvement  and  the  Water  Street  im¬ 
provement  on  the  other  river. 

By  Mr.  Hackney: 

Q.  Well,  there  have  been  some  minor  changes  in  build¬ 
ings,  possibly?  A.  Very  minor. 

Q.  Now,  with  reference  to  Duquesne  Way  itself,  you 
testified  there  had  been  some  improvement  there.  Was  the 
grade  of  Duquesne  Way  changed  in  connection  with  that 
improvement  at  the  intersection  of  Duquesne  Way  and 
Cecil  Way?  A.  It  was  raised  slightly. 

Q.  Approximately  how  far?  A.  About  a  foot. 

Q.  With  reference  to  Philadelphia  Exhibit  101,  that 
picture,  I  believe,  was  taken  quite  recently.  Does  that  show 
the  grade  of  the  street  as  it  is  at  present  after  the  improve¬ 
ment?  A.  Yes,  sir. 

Mr.  Hackney:  I  have  made  the  offer  of  the  exhibit,  if 
the  Examiner  pleases. 

The  Examiner:  Is  there  objection? 
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Mr.  Guttmann:  With  the  understanding  that  the  offer 
is  limited  as  explained  by  Mr.  Hackney  showing  the  loca¬ 
tion  of  the  [3186]  Central  Building  and  the  Duquesne 
Building,  there  is  no  objection. 

The  Examiner:  All  right.  It  will  come  in. 

By  Mr.  Hackney: 

Q.  Coming  back  specifically  to  the  Duquesne  Building, 
Mr.  Trohaugh,  do  you  know7  the  rents  presently  paid  for 
space  in  that  building?  A.  I  do,  sir. 

Q.  What  are  they?  A.  The  present  rental  for  the 

basement,  first,  second,  and  third  floor  is  85  cents  per  square 
foot  and  for  the  fourth  to  the  tenth  floors,  inclusive,  $1.26 
per  square  foot.  When  I  say  “per  square  foot,”  that  is 
on  a  net  rentable  area. 

Q.  Does  that  include  elevator  space,  toilets,  and  things 
like  that?  A.  No,  sir. 

Q.  That  is  rental  space  ?  A.  Bentable  space. 

Q.  What  would  you  say  as  to  the  favorable  or  unfavor¬ 
able  location  of  that  building  for  use  for  office  space?  A. 
It  is  not  a  very  good  location  for  office  space. 

Q.  Why  do  you  think  so,  Mr.  Trohaugh?  A.  Well, 
that  is  a  long,  dark,  dirty  alley  on  which  the  building  is 
located  and  then  it  is  also  surrounded  by  the  other 
[3187]  buildings. 

Q.  How  about  the  nature  of  the  building  itself?  Does 
that  have  any  bearing  upon  your  answer?  A.  The 
building  is  not  what  I  would  call  a  building  suitable  for 
offices.  In  my  opinion  it  is  a  loft  building. 

Q.  You  mentioned  a  few  minutes  ago  the  rents  presently 
being  paid  for  rentable  space  in  that  building.  In  Pitts¬ 
burgh  is  it  the  practice  to  pay  rent  upon  space  as  such  or 
do  you  include  elevator  space,  lavatory  space,  and  so  forth. 
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in  buildings  of  this  type?  A.  It  is  a  practice  in  Pitts¬ 
burgh  in  buildings  of  this  type  to  rent  space  on  a  gross 
floor  area  basis,  which  includes  stairways,  elevator  shafts 
and  toilets. 

Q.  And  that  is  not  the  case  here,  I  believe?  A.  That  is 
right. 

Q.  Do  you  know  what  type  of  service  is  included  in 
the  rents  paid  for  Duquesne  Building?  A.  For  the 
space  on  the  eighth,  ninth  and  tenth  floors  they  include 
janitor  service,  light,  towel  service  and  soap,  also  painting 
and  cleaning  of  walls. 

Q.  What  is  the  practice  in  connection  with  other  com¬ 
parable  buildings  in  Pittsburgh  with  reference  to  includ¬ 
ing  such  services  in  the  rent  charged?  A.  None  of  those 
services  are  furnished. 

Q.  Are  you  familiar  with  rents  being  paid  in  other 
com-  [3188]  parable  buildings  in  Pittsburgh,  namely, 
comparable  to  the  Duquesne  Building  for  similar  space? 
A.  Yes,  sir. 

Q.  And  what  other  buildings  do  you  have  in  mind  as 
to  comparability?  A.  The  building  almost  directly  across 
the  street  known  as  the  Manufacturers  Building.  Space 
is  being  leased  there  at  $1.25  per  square  foot  and  there 
is  no  janitor  service,  electric  light,  soap,  or  towels  included. 

Q.  Any  other  buildings  ?  A.  The  Oppenheim  Collins 
Building,  which  is  across  the  alley,  is  now  renting  space 
at  a  dollar  a  square  foot  and  no  service  is  included.  The 
reason  they  are  charging  a  dollar  is  that  there  are  18,000 
square  feet  of  rentable  area  on  the  floor. 

Q.  Now,  you  have  testified  as  to  the  rents  now  being  paid 
for  space  in  the  Duquesne  Building.  How  do  such  rents 
compare  with  rents  for  comparable  space  in  other  build¬ 
ings  in  downtown  Pittsburgh?  A.  The  rental  of  $1.26 
per  square  foot  is  a  little  low  considering  the  services 
rendered. 
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Q.  Are  you  familiar  with  the  extent  to  which  office 
buildings  in  Pittsburgh  are  presently  occupied?  A.  Yes, 
sir. 

Q.  What  would  you  say  as  to  the  present  situation  in 
Pittsburgh  with  reference  to  obtaining  rental  space? 
[3189]  A.  The  last  report  compiled  by  the  Building  Owners 
and  Managers  Association  of  Pittsburgh  indicated  an  occu¬ 
pancy  of  99.7  per  cent. 

Q.  As  of  what  date  was  that?  A.  As  of  May  1,  1947. 

Q.  Go  ahead.  A.  In  my  opinion,  there  is  very  little 
space  available  at  the  present  time.  Buildings  have  an 
occasional  office  or  two  for  rent. 

Q.  Is  there  any  large  rentable  area  available  in  Pitts¬ 
burgh?  A.  You  are  referring  to  office  space? 

Q.  Office  space.  A.  There  is  not. 

Q.  Have  you  had  occasion  to  try  to  find  a  substantial 
amount  of  office  space  in  downtown  Pittsburgh  available 
for  use  at  the  present  time?  A.  Four  or  five  times  in 
the  past  year. 

Q.  And  what  was  the  result  of  your  efforts?  A.  I  was 
not  able  to  locate  the  area  my  clients  wanted. 

Q.  Now,  there  has  been  a  question  raised  in  this  case, 
Mr.  Trohaugh,  as  to  availability  of  other  space  outside  of 
the  downtown  Pittsburgh  area.  What  other  available 
office  space  is  there  outside  the  downtown  Pittsburgh  area 
within  a  reasonable  area  of  the  triangle?  [3190]  A. 
Within  five  miles  of  the  triangle  my  opinion  is  that  there 
is  no  office  space  available,  beyond  two  or  three  offices,  I 
mean. 

Q.  Is  there  any  office  space  available  for  rent  in  the 
City  of  Pittsburgh  at  the  present  time?  A.  There  is  not, 
except  for  an  occasional  office  or  two. 
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Q.  And  is  that  small  or  large-sized  offices?  A.  From 
300  to  500  square  feet. 

Q.  Are  you  familiar  with  the  offices  of  the  other  utilities 
serving  the  City  of  Pittsburgh!  A.  Yes,  sir. 

Q.  Where  are  the  offices  of  these  other  utilities?  A. 
The  Peoples  Gas  Company’s  offices  are  located  cater-cor- 
nered  from  the  Philadelphia  Building  at  the  corner  of  Wil¬ 
liam  Penn  Way  and  Sixth  Avenue. 

The  Bell  Telephone  Company  offices  are  located  at  the 
corner  of  Seventh  Avenue  and  William  Penn  Way  and  the 
Manufacturers  Gas  Company - 

Q.  How  far  away  is  that — the  Bell  Telephone  Build¬ 
ing?  A.  One  block. 

The  Manufacturers  Gas  Company  have  offices  in  the 
Union  Trust  Building. 

Q.  And  how  far  away  is  that?  A.  Approximately  a 
block. 

Q.  That  is  Manufacturers  Light  &  Heat  Company,  I 
believe?  [3191]  A.  Manufacturers  Light  &  Heat;  and 
the  West  Penn  Power  Company  have  offices  located  at  the 
corner  of  Wood  Street  and  Water  Street. 

Q.  And  approximately  how  far  away  is  that?  A. 
That  is  fully  half  a  mile,  I  would  say. 

Q.  All  those  offices  which  you  have  mentioned  are  in 
the  downtown  Pittsburgh  area?  A.  Yes,  sir. 

Q.  In  the  so-called  triangle  district?  A.  Yes,  sir. 

Mr.  Hackney:  You  may  cross-examine. 
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Cross-examination: 

By  Mr.  Guttmann: 

Q.  Mr.  Trohaugh,  you  have  read  into  the  record  the 
rental  rates  for  both  the  Central  Building  and  the  Duquesne 
Building.  A.  Yes,  sir. 

Q.  From  what  source  did  you  obtain  those  rates?  A. 
Personal  contact  with  owners  and  renting  agents  of  com¬ 
parable  properties. 

Mr.  Guttmann:  I  wonder  whether  you  understand  my 
question. 

Would  you  repeat  my  question,  please? 

(Question  read.) 

The  Witness:  I  received  those  rates  from  Mr.  Holub. 
By  Mr.  Guttmann: 

Q.  And  Mr.  Holub  is  the  real  estate  manager  for  Phila¬ 
delphia  [3192]  Company  and  subsidiaries?  A.  I  believe 
so. 

Q.  What  was  the  occasion  for  your  obtaining  those  rates 
from  Mr.  Holub?  A.  Well,  on  several  occasions  Mr. 
Holub  furnished  those  rates  to  the  Rental  Committee  of 
the  Building  Owners  and  Managers  Association. 

Q.  For  what  purpose  was  that,  sir?  A.  A  survey 
that  was  made  of  rental  conditions  in  Pittsburgh. 

Q.  Those  buildings  were  not  available  for  rent  to  the 
public  generally,  were  they?  A.  No,  sir. 

Q.  Well,  of  what  possible  value  were  they  to  your  asso¬ 
ciation,  then,  in  connection  with  your  surveys?  A.  Well, 
we  have  a  separate  division  set  up  to  take  care  of  single¬ 
purpose  buildings. 
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Q.  And  what  purpose  does  that  serve  generally!  A. 
It  served  to  give  the  trade  some  idea  as  to  what  rents  are 
being  charged  in  the  city. 

Q.  How  many  single-purpose  buildings  do  you  have 
that  you  consider  in  your  survey!  A.  The  Carnegie 
Building,  the  Philadelphia  Building,  Bell  Telephone,  West 
Penn  Power. 

Q.  How  about  Peoples  and  Manufacturers!  [3193] 
A.  They  are  not  members  of  this  association. 

Q.  Do  you  know  what  space  rates  for  rental  are  charged 
in  the  Bell  Telephone  Building,  for  example?  A.  No,  sir. 

Q.  How  about  West  Penn  Power?  A.  I  don’t  know. 

Q.  How  frequently  does  Mr.  Holub  give  you  these  re¬ 
ports  on  the  rentals  for  Central  Building  and  Duquesne 
Building?  A.  Every  six  months. 

Q.  And  do  you  know  whether  those  rental  rates  have 
been  increased  within  the  last  year  or  so?  A.  There  was 
a  slight  increase  made  in  the  past  year. 

Q.  What  was  the  extent  of  that  increase?  A.  For  the 
Utility  Hall  from  $2.60  a  square  foot  to  $2.81,  and  for  the 
balance  of  the  basement  space,  $1.50  to  $1.71,  and  the  first 
floor  front  from  $8.90  to  $9.11,  and  for  the  first  floor  rear 
from  $4.40  to  $4.61,  and  for  the  second  to  ninth,  inclusive, 
$3.05  to  $3.26.  I  may  add  there  has  been  no  change  made 
for  the  year  1947.  Those  latter  rates  apply  for  1947. 

Q.  And  those  rates  went  into  effect  when — about  May 
of  1946?  A.  May  1  of  1946. 

Q.  Now,  considering  the  Central  Building  first,  if  you 
will,  sir,  how  many  elevators  are  there  in  service  at  that 
[3194]  building?  A.  Four  passenger  elevators. 

Q.  Any  freight  elevators?  A.  There  is  a  freight  ele¬ 
vator  which  goes  up  to  the  second  or  third  floors. 
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Q.  In  listing  comparable  buildings,  you  mention  the 
Grant  Building.  How  many  elevators  are  there  in  the  Grant 
Building?  A.  I  don’t  know. 

Q.  How  about  the  Oliver  Building?  A.  They  have 
sixteen. 

Q.  Union  Trust?  A.  I  don’t  know. 

Q.  Frick  Building?  A.  I  don’t  know. 

Q.  What  is  the  approximate  age  of  the  Central  Build¬ 
ing,  would  you  say,  sir?  A.  The  Central  Building  was 
built  at  different  times.  Part  of  this  building  was  origi¬ 
nally  erected  in  1902. 

Q.  What  part  was  that?  A.  That  was  the  portion 
fronting  on  Sixth  Avenue  next  to  Garland  Way,  and  then 
to  the  rear  of  that  there  was  an  extension  in  1906  to  eight 
stories. 

Q.  How  many  stories  were  there  to  the  original  struc¬ 
ture?  A.  Originally  it  was  two  floors,  that  is,  this  rear 
[3195]  portion,  two  floors,  and  then  they  added  six  more 
in  1906.  In  1910,  it  was  extended  to  nine  floors. 

Q.  Any  change  in  the  foundation  on  the  occasion  of 
those  changes  in  structure?  A.  I  can’t  answer  that 
question.  The  main  portion  of  the  building  fronting  on 
William  Penn  Way  was  erected  in  1924,  which  is  eight 
stories. 

Q.  What  type  foundation  was  constructed  for  that  new 
construction?  A.  If  I  remember,  it  is  a  concrete  foun¬ 
dation. 

Q.  Was  that  concrete  foundation  basically  for  an  eight- 
story  building  or  would  it  hold  a  larger  building?  A.  I 
am  not  acquainted  with  that  fact. 

Q.  And  there  weren’t  any  other  changes  or  additions 
to  the  building  than  those  that  you  have  now  mentioned? 
A.  No,  sir. 
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Q.  Now,  sir,  can  yon  tell  us  the  space  rates  at  the  Grant 
Building,  at  the  present  time?  A.  The  Grant  Building 
now  is  averaging,  since  May  1,  1947,  $3.62 y2  per  square 
foot. 

Q.  What  was  it  prior —  A.  And  the  tenant  pays  one- 
half  of  the  electricity  consumed.  The  rental  for  any  vacan¬ 
cies  occurring  now  runs  from  $4  to  $4.40  per  square  foot, 
depending  on  the  location. 

Q.  What  was  the  rental  rate  prior  to  May  1  of  1946,  for 
[3196]  the  Grant  Building?  A.  $3.24  average. 

Q.  How  large  is  the  Grant  Building?  How  many 
stories?  A.  I  can’t  give  you  the  stories,  but  I  can  give 
you  the  rental  area.  Is  that  all  right? 

Q.  I  would  like  to  know  the  number  of  stories  as  well. 
A.  I  don’t  have  that  information  with  me. 

Mr.  Hackney:  You  mean  the  information  as  to  the  num¬ 
ber  of  stories? 

The  Witness:  The  number  of  stories.  I  do  have  the 
rentable  area. 

By  Mr.  Guttmann: 

Q.  What  is  the  general  type  of  tenancy  in  the  Grant 
Building?  A.  Commercial  and  industrial  types,  large 
corporations,  lawyers,  sales  offices  for  steel  companies. 

Q.  Is  there  a  bank  in  the  building?  A.  No,  sir  . 

Q.  Do  you  know  whether  any  of  the  floors  of  the  building 
are  entirely  occupied  by  one  concern?  A.  Yes,  there  are 
quite  a  number  of  floors. 

Q.  Does  Philadelphia  Company  or  its  subsidiaries  main¬ 
tain  any  space  in  the  Grant  Building?  A.  I  understand 
they  have  about  4,000  square  feet  in  the  Grant  Building. 

[3197]  Q.  Do  you  know  at  what  rate  they  pay  for  that 
space?  A.  No,  sir. 
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Q.  Do  you  know  whether  there  is  any  difference  in  the 
charges  made  by  the  Grant  Building  for  large  space  as 
against  small  office  space  requirements?  A.  I  under¬ 
stand  there  is  no  difference. 

Q.  What  is  the  basis  of  your  understanding?  A.  My 
conversation  with  the  president  of  the  company. 

Q.  Who  owns  the  Grant  Building,  Mr.  Trohaugh?  A. 
It  is  a  stock  issue,  stock  and  bond  issue.  William  J.  Strass- 
berger  is  president. 

Q.  How  about  the  Oliver  Building?  What  are  the  space 
rates  there?  A.  The  rates  May  1,  1947,  are  $3.43.  Any 
space  becoming  available  is  rented  at  $4  per  square  foot. 
That  includes  janitor  service  and  light. 

Q.  What  were  the  rates  prior  to  May  1?  A.  $3.28. 

Q.  Incidentally,  how  old  is  the  Grant  Building?  A. 
It  was  built  in  1928, 1  believe. 

Q.  And  the  Oliver  Building?  A.  1908,  I  think. 

Q.  How  many  stories  are  there  in  the  Oliver  Building, 
if  you  know?  A.  24. 

[Luncheon  recess.] 

[3199]  By  Mr.  Guttmann: 

Q.  Mr.  Trohaugh,  we  were  discussing  the  Oliver  Build¬ 
ing  just  prior  to  the  noon  recess.  Can  you  tell  us  whether 
or  not  Philadelphia  Company  and/or  its  subsidiaries  rent 
any  space  in  that  building?  A.  I  don’t  know  of  any 
space. 

Q.  Now,  let  us  take  next  the  Union  Trust  Building.  How 
old  a  building  is  that,  would  you  say?  A.  It  was  erected 
in  1917. 

Q.  How  high  is  the  Union  Trust  Building?  A.  Eleven 
stories  and  then  some  tower  space. 
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Q.  Is  the  tower  space  used  for  office  space?  [3200] 
A.  Offices. 

Q.  And  how  high  are  the  towers?  A.  I  don’t  know. 
They  have  two  elevators  which  run  up  to  the  tower,  and  I 
cannot  tell  you  much  about  it,  except  that  it  seems  very 
undesirable  to  me.  The  windows  are  up  high  in  the  walls. 
They  don’t  have  regular  windows. 

Q.  Xow,  can  you  tell  us  the  space  rates  for  rental  in  the 
Union  Trust  Building?  A.  They  are  now  renting  space 
from  $3.25  to  $3.50  a  square  foot,  and  renting  any  vacancies 
from  now  on  at  $3.60. 

Q.  And  that  rate  is  one  which  is  in  effect  since  May? 
A.  May  1,  1947. 

Q.  And  what  was  the  prior  rate  ?  A.  $3.09. 

Q.  Xow,  I  take  it  in  all  of  these  buildings  where  you  have 
given  us  a  space  rate  figure,  that  is  an  average  figure,  is 
it  not?  A.  That  is  right. 

Q.  And  the  rates  in  the  buildings  would  vary  from  floor 
to  floor?  A.  Floor  to  floor  and  office  to  office. 

Q.  And  is  there  further  a  variance  depending  on  the 
size  of  the  space  occupied  in  most  instances?  A.  Xot 
these  days.  I  might  add  that  in  former  years,  when  we  have 
considerable  vacancies,  the  concern  renting  a  [3201]  large 
area  would  be  given  a  break  in  the  rate,  but  that  is  not  done 
under  present  conditions. 

Q.  Of  course  I  suppose  a  lot  of  the  space  is  occupied 
oh  relatively  long-term  lease,  is  it  not?  A.  No,  it  is 
mostly  short-term  leases. 

Q.  What  do  you  consider  a  short-term  lease?  A.  Year 

to  year. 

Q.  Now,  how  about  the  Frick  Building?  How  many 
stories  are  there  to  it?  A.  The  Frick  Building  is  twenty 
stories. 
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Q.  And  can  you  give  us  the  space  rates  for  rental  there  ? 
A.  $3.50  and  nevr  leases  being  made  at  $3.75. 

Q.  And  what  was  the  rate  prior  to  May  1st?  A.  I 
don’t  have  that. 

Q.  How  old  is  the  Frick  Building,  would  you  say  ?  A. 
It  was  built  in  1902. 

Q.  Now,  in  discussing  the  Central  Building  this  morn¬ 
ing,  you  stated  that  $2.81  per  square  foot  was  charged  for 
Utility  Hall,  I  think,  isn’t  that  right?  A.  Yes,  sir. 

Q.  Is  there  any  comparable  space  to  that  utilized  for 
Utility  Hall  in  either  the  Grant  Building,  the  Oliver  Build¬ 
ing,  the  Union  Trust  Building  or  the  Frick  Building?  A. 
No,  sir. 

Q.  And  when  you  said  that  you  considered  that  $2.81' 
[3202]  per  square  foot  for  Utility  Hall  was  a  fair  rental, 
you  did  not  mean  then  to  give  the  impression  that  you  were 
basing  your  judgment  upon  a  comparison  of  that  space 
with  any  comparable  space  for  like  purpose  in  the  area, 
is  that  right?  A.  Well,  the  comparison  was  with  refer¬ 
ence  to  similar  space  which  is  not  air  conditioned,  fixed  up 
in  the  shape  that  this  space  is  in. 

Q.  You  don’t  know  of  any  space  that  is  fixed  up  in  like 
condition,  that  is,  air  conditioned,  in  the  area?  A.  I  do 
not, — no,  sir. 

Q.  Now,  the  balance  of  the  basement  space  you  say  was 
rented  at  $1.71  per  square  foot  and  that  you  likewise  con¬ 
sidered  that  to  be  a  fair  rental,  is  that  right?  A.  Yes, 
sir. 

Q.  Now,  can  you  describe  generally  the  nature  of  the 
balance  of  the  basement  space  and  its  utilization?  A.  Oh, 
it  is  used  for  storage,  and  I  noticed  there  are  some  offices 
down  there,  used  by,  I  think,  the  Railways  Company,  they 
have  their  tokens  brought  up  from  a  rear  entrance  and 
they  utilize  that  as  a  semi-office  space. 
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Q.  What  part  of  the  basement  would  you  say  was  utilized 
by  the  Railways  for  its  token  business?  A.  Well,  I 
would  say  1,000  or  1,500  square  feet. 

Q.  What  is  the  total  square  footage  of  the  basement 
area,  exclusive  of  the  Utility  Hall?  [3203]  A.  I  do  not 
have  that. 

Q.  Would  you  give  us  a  rough  estimate  of  what  you 
think  it  might  be?  A.  I  can  figure  it  out  here.  I  would 
say  there  is  a  net  rentable  area  in  the  basement  of  approxi¬ 
mately  15,000  feet. 

Q.  Square  feet?  A.  Square  feet,  yes. 

Q.  What  else  is  down  in  the  basement,  Mr.  Trohaugh? 
A.  Well,  I  notice  they  have  records  stored  there. 

Q.  How  much  of  the  space  is  used  for  record  storage, 
would  you  say?  A.  I  don’t  know.  I  made  a  pretty 
hurried  trip  through  the  basement. 

Q.  Are  there  any  other  major  items  that  you  noticed 
in  the  basement  that  you  could  comment  on?  A.  I  can’t 
think  of  anything  else. 

Q.  Did  you  consider  the  basement  space  in  the  Central 
Building  that  is  devoted  to  the  steam  pipes  of  Allegheny 
Steam  Heating  Company  in  that  floor  area  that  you  gave 
us?  A.  Yes,  sir. 

Q.  What  portion  of  that  area  is  utilized  for  the  large 
pipes  of  Allegheny  County?  A.  Well,  they  are  pretty 
well  scattered  around  the  place.  They  have  pipes  running 
to  the  different  risers  which  [3204]  run  up  through  the 
building,  and  the  pipes  are  pretty  well  scattered  through¬ 
out,  the  same  as  in  any  office  building. 

Q.  Did  you  happen  to  notice  whether  or  not  there  was 
any  telephone  equipment  down  in  the  basement?  A.  I 
did  not  notice  that. 
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Q.  Did  you  notice  whether  or  not  there  was  any  photo¬ 
stat  equipment  down  in  the  basement?  A.  No,  sir. 

Mr.  Hackney:  Do  you  mean  there  is  or  that  you  did  not 
notice  ? 

The  Witness:  I  did  not  notice. 

By  Mr.  Guttmann: 

Q.  For  the  purpose  of  your  study  of  rent  rates  you  paid 
no  specific  attention  then,  I  think,  to  the  utilization  of  space? 
A.  No,  sir.  I  might  add  at  this  point  that  I  paid  particu¬ 
lar  attention  to  the  condition  of  the  basement,  that  is  with 
reference  to  waterproofing  and  ventilating,  and  I  found 
that  the  ventilating  was  very  good. 

Q.  In  all  parts  of  the  basement?  A.  Yes,  sir. 

Q.  And  in  investigating  the  ventilating  of  all  parts  of 
the  basement  you  don’t  recall  entering  any  space  of  sizable 
proportions  that  was  utilized  for  automatic  telephone  equip¬ 
ment,  do  you?  [3205]  A.  No,  sir,  but  with  my  knowl¬ 
edge  of  office  buildings,  they  all  have  a  certain  amount  of 
equipment  for  the  Telephone  Company  in  the  basements. 

Q.  Well,  can  you  tell  us  of  any  other  office  building  in 
this  group  that  you  have  given  us,  the  Grant  Building,  the 
Oliver  Building,  the  Union  Trust  Building,  or  the  Frick 
Building,  that  would  have  in  its  basement  a  complete 
private  automatic  telephone  exchange ?  A.  I  don’t  know 
of  any  other. 

Q.  Did  I  understand  you  this  morning,  Mr.  Trohaugh, 
to  say  that  the  Duquesne  Building  was  about  fifty  years 
old  ?  A.  I  would  say  so,  yes. 

Q.  And  what  would  be  an  approximation  of  the  age  of 
the  Manufacturers  Building  that  you  mentioned  as  being 
comparable?  A.  About  the  same. 

Q.  And  the  Oppenheim  Collins  Building?  A.  About 
the  same. 
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Q.  And  all  three  of  those  are  what  you  would  call  loft 
buildings,  I  take  it?  A.  Yes,  sir. 

Q.  Now,  do  you  know  by  what  formula  the  Grant  Build¬ 
ing  derives  its  space  rates?  A.  Well,  they  take  into  con¬ 
sideration  their  operating  expenses,  and  of  course  a  fair 
return  on  the  property — that  [3206]  is  the  only  formula 
that  I  could  think  of. 

Q.  Do  you  know  what  returns  they  achieve  on  the  Grant 
Building?  A.  I  do  not  know. 

Q.  How  about  the  Oliver  Building?  Do  you  know 
whht  returns  they  achieve  there  ?  A.  I  do  not  know  that. 

Q.  The  Union  Trust  Building?  A.  I  do  not  know 
that. 

Q.  The  Frick  Building?  A.  I  do  not  know  that. 

Q.  The  Manufacturers  Building?  A.  I  do  not  know. 

Q.  The  Oppenheim  Collins  Building?  A.  No,  sir. 

Q.  Now,  you  testified  this  morning,  Mr.  Trohaugh  that 
the  office  rental  situation  in  the  Pittsburgh  area  is  quite 
tight?  A.  Yes,  sir. 

Q.  What  is  the  situation,  if  you  know,  in  the  outlying 
area  of  Pittsburgh,  with  regard  to  loft  building  space  or 
equivalent  space?  A.  You  are  referring  to  loft  build¬ 
ings  now? 

Q.  That  is  right,  sir.  A.  The  loft  buildings  are  very 
scarce  also. 

Q.  Now  that  would  be  true,  in  your  opinion,  not  only 
[3207]  in  the  Triangle  Area  but  throughout  the  outlying 
districts  as  well?  A.  That  is  correct,  it  is  very  acute. 

Q.  Is  there  any  new  construction  presently  under  way 
in  the  Pittsburgh  area?  A.  You  are  referring  to  office 
buildings? 
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Q.  Office  building,  loft  buildings  or  some  other  space? 
A.  I  don’t  know  of  any  office  building  or  loft  buildings 
now  being  constructed. 

Q.  Do  you  know  of  any  that  are  projected  at  the  present 
time  for  construction?  A.  No,  sir. 

Mr.Guttmann:  No  further  questions.  Thank  you  very 
much,  sir. 

Re-direct  examination: 

By  Mr.  Hackney: 

Q.  Mr.  Trohaugh,  in  answer  to  Mr.  Guttmann,  you 
stated  that  certain  rentals  for  the  Philadelphia  Company 
Building,  that  is,  the  Central  Building,  had  been  furnished 
to  you.  A.  Yes,  sir. 

Q.  For  what  purpose  were  those  rentals  furnished  to 
you?  A.  For  the  purpose  of  compiling  figures  for  our 
rental  report  of  the  Building  Owners  and  Managers  As¬ 
sociation. 

Q.  What  was  your  official  connection  with  the  Owners 
and  [3208]  Managers  Association  at  that  time?  A.  I 
am  Chairman  of  the  Bental  Committee. 

Q.  And  they  were  furnished  to  you  in  your  capacity  as 
Chairman  of  the  Committee?  A.  Yes,  sir. 

Q.  You  spoke  about  a  certain  increase  in  rents  in  May, 
1946.  Were  there  increases  in  rents  in  other  buildings  in 
Pittsburgh  at  or  about  the  same  time?  A.  Yes,  sir. 

Q.  I  am  speaking  of  office  buildings  ?  A.  Yes,  sir. 

Q.  What  was  the  occasion  for  that  increase?  A.  In¬ 
creased  operating  expenses. 

Q.  Does  that  include  labor  rates,  materials,  taxes  and 
things  like  that?  A.  Yes,  sir. 
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Q.  Was  there  a  substantial  increase  in  all  of  those  items  ? 
A.  Yes,  sir. 

Q.  You  were  asked  about  the  Grant  Building.  How  many 
stories  are  there  in  that  building?  You  said  you  did  not 
have  the  number  of  stories  before.  Do  you  have  that  now? 
A.  It  is  36  stories. 

Q.  How  about  the  rentable  area  of  the  Grant  Building? 
A.  The  Grant  Building  has  365,100  square  feet  of  rentable 
area. 

[3209]  Q.  You  were  asked  about  rents  being  paid  in 
certain  buildings,  namely,  the  Oliver,  the  Frick,  Union  Trust 
Conipany  Building,  Grant  Building,  and  possibly  other 
buildings.  Do  you  know  whether  or  not  those  rents  so 
paid,  include  other  services,  such  as  are  being  furnished 
in  the  Central  Building?  A.  The  other  buildings  that  I 
mentioned  do  not  furnish  towels  and  soap  and  things  of 
that  nature. 

Q.  Whereas  they  are  furnished  and  included  in  the  rent 
for  the  Central  Building?  A.  That  is  right. 

Mr.  Hackney:  That  is  all. 

[Here  follows  the  testimony  of  Mr.  L.  W.  Monteverde, 
an  expert  on  real  estate  values  in  and  around  Pittsburgh, 
as  tb  the  construction,  size,  rentable  area  and  present  market 
value  of  the  Central  Building.] 


[3230]  Whereupon, 

Paul  B.  Coffman,  previously  sworn,  resumed  the  stand 
and  was  examined  and  testified  further  as  follows: 

Cross-examination  ( resumed ) : 

[3231]  By  Mr.  Guttmann: 

Q.  Hr.  Coffman,  when  last  we  were  discussing  your 
exhibits,  I  think  we  were  on  No.  88.  I  would  like  to  have 
yon  look  at  that  once  again.  A.  Yes. 
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Q.  Now,  in  connection  with  the  nine  companies  that  yon 
selected  as  a  comparative  group,  would  you  please  tell  us 
why  you  excluded  Potomac  Electric  Power  Company, 
having  in  mind  the  yardsticks  that  you  indicated  yesterday! 
A.  Well,  the  reason  for  the  exclusion  of  Potomac  Electric 
P ower  Company  was  that  the  holding  company  offers  other 
utility  services  to  the  area  served.  It  was  not  100  per  cent 
electric. 

Q.  What  holding  company  are  you  referring  to!  A. 
The  Potomac  Electric  Power  Company. 

Q.  And  what  other  services  does  that  company  offer 
in  the  area!  A.  Well,  that  is  a  part  of  the  North  Ameri¬ 
can  System  which,  in  connection  with  the  Potomac  Electric 
Power  Company,  offers  services  in  other  parts  of  the  area. 

Q.  Is  it  your  understanding  that  there  is  a  joint  opera¬ 
tion  present  between  PEPCO  and  Capital  Transit,  for 
example!  A.  Well,  I  forget  the  specific  relationship  of 
Capital  Transit  to  Potomac— I  would  have  to  cheek  the 
details,  but  I  believe  that  is  the  case. 

Q.  Isn’t  it  a  fact  that  the  actual  relationship  in  the 
[3232]  holding  company  system  is  that  the  common  stock 
of  PEPCO  is  held  by  Washington  Railways!  A.  Well, 
I  cannot  be  sure  at  the  moment.  I  would  have  to  check  that. 

Q.  Well  now,  in  accordance  with  the  criteria  that  you 
gave  us  yesterday— and  they  were  limited  to  three  in 
number — let’s  see  whether  or  not  PEPCO  would  be  con¬ 
sidered  comparable  by  you.  Does  it  or  does  it  not  receive 
100  per  cent  of  its  revenues  from  electric  sales!  A.  Yes, 
it  does. 

Q.  Now,  let  us  take  the  second  of  your  criteria.  I 
believe  that  was  that  85  per  cent  of  the  generating  capacity 
must  be  steam  generation.  Does  it  meet  that  test!  A. 
Yes,  it  does. 
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Q.  And  as  to  the  third  and  last  of  the  expressed  criteria, 
doesi  it  or  does  it  not  generate  85  per  cent  of  the  energy 
required?  A.  Yes,  it  generates  more  than  85  per  cent. 

Q.  So  that  it  would  meet  all  three  tests  that  you  an¬ 
nounced  yesterday,  isn’t  that  right?  A.  Yes,  except  for 
that  portion  in  regard  to  the  holding  company  offering  the 
other  utility  services. 

Q.  Well,  is  that  now  a  new  criterion  that  you  are  adding 
to  the  three  yardsticks  that  you  enunciated  yesterday? 
A.  Well,  I  don’t  believe  it  is  a  new  criterion - 

[3233]  The  Examiner:  Well,  that  is  why  you  elimi¬ 
nated  it,  is  it  not  ? 

The  Witness:  That  is  why  I  eliminated  it,  and  I  elimi¬ 
nated  any  company  in  an  area  that  was  served  jointly  with 
affiliated  companies  with  another  utility  service. 

The  Examiner:  What  proportion  of  Potomac  output 
was  industrial  load?  Have  you  got  the  figures  readily 
available? 

The  Witness:  Yes,  I  think  I  can  give  you  that.  The 
commercial  and  industrial  are  given  together,  and  in  num¬ 
ber  of  customers  there  were  29,133  out  of  a  total  of  211,702. 
The  kilowatt-hour  sales  commercial  and  industrial,  were 
739,477,  out  of  a  total  of  1,134,416,  and  in  dollar  revenue, 
commercial  and  industrial  was  $10,489,489  of  a  total  of 
$18,210,907. 

By  Mr.  Guttmann: 

Q.  Now,  Mr.  Coffman,  isn’t  it  true  that  among  the 
nine  companies  you  gave  us  as  comparable  companies, 
some  of  those  are  links  in  holding  company  chains,  such  as 
West  Penn  Power  Company,  which  I  believe  is  one  of  the 
American  Water  Works  holdings.  A.  West  Penn  Power 
Company  is  a  part  of  the  American  Water  Works  and 
Electric  Company. 
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[3234]  Q.  And  isn’t  it  then  true  that  that  company  like¬ 
wise  has  affiliates  that  are  rendering  other  utility  services? 
A.  I  don ’t  think  in  the  same  area. 

Q.  What  do  you  mean  by  the  same  area,  Mr.  Coffman? 
What  is  the  limitation  that  you  place  upon  area  for  the 
purpose  of  your  study?  A.  I  mean  in  the  territory 
served  by  the  particular  company  or  the  city,  whichever 
the  case  may  be. 

Q.  Well,  now,  so  far  as  Potomac  Electric  Power  is  con¬ 
cerned,  you  are  not  contending  that  any  of  its  affiliates  are 
rendering  utility  service  under  the  definition  of  the  Holding 
Company  Act  in  the  same  territory,  are  you?  A.  Well, 
I  think  that  involves  a  somewhat  technical  question,  doesn’t 
it — under  the  Public  Utility  Holding  Company  Act.  I 
mean,  that  depends  upon  an  interpretation,  it  seems  to  me. 

Q.  What  do  you  understand  to  be  utilities  under  the 
Public  Utility  Holding  Company  Act  of  1935,  Mr.  Coffman? 
A.  Well,  I  would  like  to  see  the  Act  again. 

Well,  in  the  Act  it  states  that  a  Public  Utility  Company 
means  an  electric  utility  company  or  a  gas  utility  company. 

Q.  Now,  in  that  sense  do  you  still  maintain  that  any 
affiliates  of  PEPCO  are  rendering  utility  service  in  the  same 
area?  A.  Well,  if  I  recall  correctly,  that  is  the  case, 
but  I  [3235]  would  like  to  check  it. 

Q.  How  about  Staten  Island  Edison  Company?  Isn’t 
that  a  part  of  the  New  York-New  Jersey-Pennsylvania 
Utility  Corporation  Holding  Company  chain?  A.  That 
is  a  part  of  the  Associated  Gas  and  Electric,  as  of  1941, 
when  the  selection  was  made. 

Q.  And  are  any  of  its  affiliates  rendering  service  in  the 
same  area?  A.  I  don’t  believe  so.  That,  of  course,  was 
one  of  the  companies  that  was  included  and,  again,  I  would 
like  to  call  attention  to  the  fact  that  the  selection  was  a  1941 
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selection,  and  the  same  companies  were  then  used  for  the 
five-year  period. 

Q.  Now,  on  Exhibit  SS  you  are  using  as  one  of  the  legs 
of  your  comparison  the  industry  as  a  whole,  which  I  take 
it  you  adopted  from  the  FPC  data?  A.  Yes,  that  is 
correct. 

Q.  And  in  the  industry  as  a  whole  you  find  electric  com¬ 
panies  with  hydro  generation,  as  well  as  electric  companies 
with  steam  generation,  isn’t  that  true?  A.  That  is 
correct. 

Q.  And  you  also  find  not  only  straight  electric  companies 
but  companies  with  joint  or  combined  operations,  with  gas 
and  other  services?  A.  Yes,  sir;  that  is  correct. 

Q.  And  that  is  true  throughout  your  exhibits,  wherever 
[3236]  industry  figures  are  used,  is  it  not?  A.  Yes,  sir. 

Q.  Turning  to  Chart  Xo.  2  in  this  exhibit,  Mr.  Coffman, 
in  the  course  of  your  testimony  yesterday,  your  conclusions 
based  upon  this  exhibit  and  other  exhibits  ran  to  the  effect 
that  you  thought  they  reflected  certain  savings  from  joint 
operations. 

Looking  at  this  page,  and  particularly  that  portion  of 
the  page  indicating  average  revenue  per  kilowatt  hour,  will 
you  explain  how  you  reconcile  your  conclusion  with  the 
showing  that  the  average  residential  revenue  per  kilowatt 
hour  for  Duquesne  of  3.39  cents  for  1945  compares  to  3.30 
cents  for  your  nine  comparable  companies?  A.  Well, 
I  stated  in  connection  with  that  that  in  regard  to  the  five- 
year  period  the  3.49  cents  shown  by  Duquesne  approxi¬ 
mated  3.47  cents  for  the  nine-company  group  and  the  com¬ 
parison  for  1945  alone  was  3.39  cents  for  Duquesne  as 
against  3.30  cents  for  the  nine-company  group. 

Q.  But  you  don’t  contend,  do  you,  Mr.  Coffman,  that 
those  figures  indicate  any  direct  benefit  to  Duquesne ’s  con- 
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sumers,  do  you?  A.  Well,  I  stated  in  connection  with 
Chart  2  in  Philadelphia  Company’s  Exhibit  88  that  it 
seemed  to  me  the  important  comparison  was  with  the  in¬ 
dustry  as  a  whole,  and  there,  as  I  pointed  out,  is  no  great 
difference  between  the  average  for  the  five-year  period  for 
Duquesne  and  for  the  nine  other  companies,  but  in  case  of 
[3237]  contrast  with  the  industry  as  a  whole  there  is  a 
substantial  difference. 

Q.  So  that  as  to  that  portion  of  your  exhibit  you  are 
not  seriously  contending  that  the  nine-company  average  is 
meaningful,  is  that  it?  A.  Well,  not  particularly.  I 
think  these  exhibits,  as  a  matter  of  fact,  have  to  be  taken 
in  their  entirety  and  not  one  particular  segment.  I  was 
studying  all  of  the  data  presented,  and  not  just  one  isolated 
situation  at  a  time. 

Q.  Turning  to  your  last  sheet  in  Exhibit  88,  being  the 
supporting  table  for  the  nine  companies,  that  indicates, 
does  it  not,  that  between  1941  and  1945  the  average  revenue 
per  kilowatt  hour  dropped  from  3.60  cents  to  3.30  cents? 
A.  Yes,  that  is  correct. 

Q.  And  percentagewise  that  would  indicate  a  drop  of 
8.35  per  cent,  would  it  not?  A.  Yes,  that  is  correct. 

Q.  Whereas  for  Duquesne,  your  drop  in  residential  rev¬ 
enue  per  kilowatt  hour  was  from  3.55  cents  in  1941  to  3.39 
cents  in  1945,  isn’t  that  right?  A.  Yes,  those  figures  are 
correct. 

Q.  And  that,  percentagewise,  would  show  a  drop  of  4.5 
per  cent,  would  it  not?  A.  Yes,  that  is  correct. 

Q.  Well,  Mr.  Coffman,  so  far  as  commercial  and  indus¬ 
trial  [3238]  revenue  per  kilowatt  hour  is  concerned  for 
your  nine  companies,  your  exhibit  indicates  a  drop  from 
1.34  cents  in  1941  to  1.25  cents  in  1945,  or  a  drop  of  .9  cents, 
isn’t  that  right?  A.  Yes,  that  is  correct. 

Q.  Percentagewise  that  is  a  decrease  of  6.7  per  cent,  is 
it  not?  A.  Yes,  that  is  correct. 
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Q.  I  note  on  that  same  item  for  Duquesne  Light  Com¬ 
pany,  Mr.  Coffman,  that  whereas,  in  1941  your  average  rev¬ 
enue  per  kilowatt  hour  sold  for  commercial  and  industrial 
sales  was  1.07  cents,  that  increased  to  1.13  cents  in  1945,  or 
an  increase  of  6/100ths  of  a  cent,  or  a  percentage  increase 
of  5.6  per  cent,  isn’t  that  so?  A.  That  is  correct. 

Q.  How  do  you  account  for  the  fact,  Mr.  Coffman,  that 
whereas,  during  the  period  from  1941  to  1945  the  average 
revenue  per  kilowatt  hour  for  commercial  and  industrial 
sales  of  the  nine  companies  decreased  by  6.7  per  cent,  those 
of  Duquesne  increased  5.6  per  cent?  A.  Well,  I  can’t 
answer  that.  I  would  have  to  investigate  the  matter  to  see 
what  the  reason  is. 

The  Examiner:  As  an  economist,  why,  the  Duquesne 
Light  Company  is  a  sport,  isn’t  it? 

The  Witness:  How  do  you  mean  that,  sir? 

The  Examiner:  You  don’t  know  what  I  mean  by  that? 

[3239]  The  Witness:  No. 

By  Mr.  Guttmann: 

Q.  Will  you  turn  next,  please,  to  Exhibit  No.  89,  Mr. 
Coffman?  Am  I  correct  that  all  of  the  percentages  used  in 
this  exhibit  and  in  the  underlying  work  sheets  are  your 
computation?  A.  Those  on  the  nine  companies  and  the 
Duquesne  Company  are. 

Q.  And  so  far  as  the  industry  percentages  are  concerned, 
you  took  them  as  they  appeared  in  the  FPC  study?  A. 
That  is  right,  sir, — for  the  industry  as  a  whole. 

Q.  Now,  in  so  far  as  those  industry  percentages  are  con¬ 
cerned,  it  is  true,  is  it  not,  that  they  reflect  not  only  steam 
generation,  but  also  hydro  and  any  other  means  of  genera¬ 
tion?  A.  That  is  correct. 

Q.  And  they  also  include  in  certain  instances  the  ele¬ 
ments  of  purchased  power,  do  they  not?  A.  They  do. 
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Q.  Now,  the  second  box  of  sheet  marked  Chart  4  con¬ 
cerned  itself  with  operating  expenses  in  percent  of  elec¬ 
tric  operating  revenue.  I  believe  yesterday  you  gave  us 
the  operating  revenue  figures  for  the  nine  companies,  and 
I  am  assuming — you  can  correct  me  if  I  am  wrong, — that 
in  view  of  the  fact  that  the  electric  revenue  represents  100 
per  cent  of  the  operating  revenue  of  those  companies,  that 
the  figures  you  gave  me  yesterday  [3240]  would  apply  to 
the  electric  revenue  without  any  adjustment,  so  far  as  those 
nine  companies  are  concerned.  A.  Well,  I  don’t  recall 
just  what  figures  I  gave  you  yesterday. 

Q.  You  gave  us  the  total  sales  of  electric  energy  and 
other  electric  sales  and  then  the  total  figures?  A.  Yes. 

Q.  For  each  of  the  nine  companies  ?  A.  That  is  right. 

Q.  And  those  figures  would  be  the  same  if  I  asked  you 
to  state  them  as  applicable  to  the  first  box  on  Chart  4? 
A.  That  is  correct. 

Q.  Will  you  now,  please,  for  each  of  the  companies, 
give  us  the  operating  expenses? 

Mr.  Hackney:  For  each  of  the  nine  companies? 

Mr.  Guttmann:  For  each  of  the  nine  companies.  The 
year  1945  will  suffice  for  our  purposes,  at  present,  Mr. 
Coffman. 

The  Witness:  Well,  the  total  deductions  for  operating 
expenses - 

Hartford  Electric  Company,  year  1945,  $8,582,436. 

United  Illuminating  Company,  $12,213,095. 

Those  figures  won’t  quite  be  comparable  because  the 
figure  I  am  giving  you  includes  depreciation. 

I  will  start  over. 

Hartford  Electric  Light  Company,  1945,  $6,830,306; 
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[3241]  United  Illuminating  Company,  $7,641,751; 

Kansas  Gas  &  Electric  Company,  $3,705,914; 

Newport  Electric,  $530,416; 

Sheridan  County  Electric,  $224,168; 

Nebraska  Power  Company,  $7,381,765; 

Staten  Island  Edison,  $2,823,931; 

West  Penn  Power  Company,  $15,054,289; 

Houston  Lighting  &  Power  Company,  $8,604,133. 

Q.  And  can  you  give  us  the  comparable  figure  for 
Duquesne  for  the  same  year?  A.  Duquesne  Light  Com¬ 
pany,  1945,  $17,373, 9S6. 

Q.  Now,  can  you  tell  us  generally  what  are  the  constitu¬ 
ent  elements  that  go  to  make  up  what  you  here  designate 
as  operating  expenses?  A.  Those  items  are  production 
expenses,  transmission  expenses,  distribution  expenses, 
customers’  accounting  and  collection  expenses,  sales  pro¬ 
motion  expenses,  and  the  total  administrative  and  general 
expenses. 

Q.  Now,  I  note,  Mr.  Coffman,  from  the  data  that  you 
provided  up  to  this  point  concerning  Kansas  Gas  &  Elec¬ 
tric  Company,  and  Nebraska  Power  Company  in  particu¬ 
lar,  that — considering  those  two  companies — they  are 
fairly  comparable  with  regard  to  number  of  customers, 
kilowatt  hour  sales,  total  sales  of  electric  energy,  and  even 
in  the  total  revenues  they  are  not  as  much  as  $2,000,000 
apart.  Yet,  in  operating  expenses,  [3242]  Nebraska  is 
almost  double  Kansas.  I  wonder  whether  you  would  be 
good  enough  at  this  time  to  review  the  underlying  elements 
and  explain  in  which  of  those  elements  the  greatest  extent 
of  that  apparent  disproportion  arises? 

Mr.  Hackney:  Still  speaking  of  the  year  1945,  Mr. 
Gnttmann? 
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Mr.  Guttmann:  That  is  right. 

The  Witness:  Well,  I  would  say  that  the  largest  differ¬ 
ence  was  in  the  production  expenses. 

[3243]  By  Mr.  Guttmann: 

Q.  Do  you  know  why  that  is?  A.  Well,  in  the  case 
of  Nebraska  Power  there  is  a  fair  percentage  of  the  pro¬ 
duction  expenses  that  includes  purchased  power  whereas 
in  the  case  of  the  Kansas  Gas  &  Electric  Company  that  is 
not  true. 

Q.  As  a  matter  of  fact,  in  the  case  of  Nebraska,  Mr. 
Coffman,  I  think  you  would  find  that  was  in  excess  of  16 
per  cent  of  the  energy  is  purchased,  isn’t  that  so?  A. 
Well,  it  is  considerably  more  than  that. 

Mr.  Hackney:  That  is  for  1945? 

The  Witness:  The  year  1945,  yes. 

By  Mr.  Guttmann: 

Q.  Considerably  more?  A.  Yes. 

Q.  What  per  cent  would  you  say  was  purchased  in  1945? 
A.  Something  over  48  per  cent. 

Q.  So  that  if  you  applied  your  yardsticks  for  the  year 
1945  instead  of  1941,  Nebraska  would  not  have  been  one  of 
the  companies  included  in  the  nine  on  that  basis,  isn’t  that 
so?  A.  Well,  in  1941  the  percentage  was  very  small. 

Q.  Are  you  taking  a  dollar  percentage  or  are  you  taking 
actual  energy  figures  for  your  percentage  there?  A.  I 
am  taking  the  dollar  amount. 

Q.  And  what  would  it  be  taking  the  energy  amount 
rather  [3244]  than  dollar  amount?  A.  That  would  have 
been  16.2  per  cent  in  1941. 

Q.  16.2  per  cent  of  the  energy  was  purchased  in  1941? 
A.  That  is  correct. 
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Q.  Can  you  tell  us  similarly  in  kwh  figures  what  per  cent 
of  the  energy  was  purchased  in  1945  ?  I  believe  the  48  per 
cent  you  gave  us  a  while  back  was  in  dollars  also,  was  it 
not!  A.  Yes,  that  is  right.  That  figure  would  be  16.8 
per  cent. 

Q.  So  that  based  on  kwh  of  purchased  energy,  there  has 
been  only  a  very  slight  increase  in  1945  over  1941,  so  far 
as  the  Nebraska  Company  is  concerned,  isn’t  that  so?  Your 
figures  are  16.2  per  cent  in  1941,  and  16.8  per  cent  in  1945. 
A.  Yes,  that  is  correct. 

Q.  Now,  Mr.  Coffman,  the  third  of  the  general  yard¬ 
sticks  or  criteria  that  you  enunciated  yesterday  were  that 
the  nine  companies  in  order  to  come  into  your  comparable 
group  had  to  generate  85  per  cent  of  their  energy  require¬ 
ments.  Taking  that  yardstick  as  you  enunciated  it,  it  is 
now  clear,  is  it  not,  that  the  Nebraska  Company,  under 
that  yardstick,  as  of  1941,  did  not  conform?  A.  (No 
response.) 

Q.  Well,  isn’t  it  clear,  Mr.  Coffman,  that  if  they  pur¬ 
chased  16.2  per  cent  of  their  energy  they  could  not  have 
generated  85  per  cent  ? 

[3245]  Mr.  Hackney:  Are  you  speaking  of  dollars  or 
in  kwh? 

Mr.  Guttmann:  The  criteria,  Air.  Hackney,  is  that  the 
company  must  generate  85  per  cent  of  its  energy  require¬ 
ments.  Mr.  Coffman  did  not  mention  dollars  in  his  yard¬ 
stick. 

The  Witness:  The  total  generation  in  1941,  was  83.8 
per  cent. 

Mr.  Hackney:  In  what,  dollars  or  kwh? 

The  Witness:  In  kwh. 


Testimony — Paul  B.  Coffman — Cross.  2045a 


By  Mr.  Guttmann: 

Q.  So  that  in  a  strict  construction  of  your  yardstick, 
Nebraska  did  not  conform,  did  it?  A.  On  that  basis  it 
did  not  quite  conform,  that  is  correct. 

Q.  Now,  let  us  take  the  other  eight  companies,  if  you 
will,  and  on  that  basis  let  us  have  the  figures  and  let  us 
test  them  as  of  1941  on  that  third  criterion  and  see  whether 
or  not  they  do  conform.  A.  Do  you  want  the  same 
figures? 

Q.  If  you  will,  please,  for  1941,  on  each  of  them.  A. 
Well,  in  the  case  of  the  Hartford  Electric  Light  Company 
the  per  cent  of  energy  generated  was  99.6  per  cent,  in  1941. 

Q.  That  is  on  kwh?  A.  That  is  correct.  In  the  case 
of  Houston  Lighting  &  Power  Company,  91.6  per  cent. 

[3246]  Q.  Again,  that  is  on  kwh?  A.  That  is  cor¬ 
rect.  In  the  case  of  Kansas  Gas  &  Electric  Company,  it  was 
98.7  per  cent.  In  the  case  of  Newport  Electric  Corporation, 
96.6  per  cent.  In  the  case  of  the  Sheridan  County  Electric 
Company,  100  per  cent.  In  the  case  of  Staten  Island  Edi¬ 
son  Corporation,  S9.1  per  cent.  In  the  case  of  United  H- 
lnminating  Company,  100  per  cent,  and  in  the  case  of  West 
Penn  Power  Company,  96.3  per  cent. 

Q.  Can  you  also  tell  us  the  percentage  of  energy  gen¬ 
erated  by  Houston  in  1945?  A.  Houston  Lighting  & 
Power  Company  in  1945  generated  S3  per  cent. 

Q.  Now,  in  arriving  at  your  ratios  of  operating  expenses 
to  electric  operating  revenues  on  Chart  4  of  Exhibit  89, 
what  did  you  do  ?  Did  you  take  the  simple  arithmetic  aver¬ 
age  or  did  you  take  the  weighted  average?  A.  No.  I 
took  the  arithmetic  average. 

Q.  In  connection  with  the  portion  of  your  Chart  4  that 
deals  with  depreciation,  did  you  make  any  study  to  ascer¬ 
tain  whether  the  basis  of  depreciation  and  the  rates  of  de¬ 
preciation  applied  as  to  the  nine  companies  that  you  con- 
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sidered  comparable  'were  uniform?  A.  No.  Those  fig¬ 
ures  represent  the  dollar  amounts  of  annual  depreciation  as 
reported  to  the  Federal  Power  Commission  and  it  in  turn 
records  in  its  various  annual  statistics  of  electric  utilities  in 
the  United  States. 

[3247]  Q.  In  other  words,  you  made  no  attempt  to  go 
behind  that  at  all?  A.  No,  sir,  I  did  not. 

Q.  And  as  to  the  depreciation  figures  that  are  employed 
with  regard  to  the  industry  as  a  whole,  including,  as  they 
do,  various  types  of  properties,  various  classes  of  depre¬ 
ciation,  you  again  did  not  attempt  to  go  behind  the  data  in 
the  published  report  of  the  FPC?  A.  No,  sir.  I  accepted 
those  figures  as  published  by  the  Federal  Power  Commis¬ 
sion. 

Q.  And  in  those  industry-wide  figures,  of  course,  you 
are  including  depreciation  not  only  on  electric  properties 
but  also  on  gas  and  possibly  other  properties  that  are  in¬ 
cluded  therein?  A.  In  so  far  as  any  of  the  companies 
offer  those  other  services  and  have  plant  and  property  for 
that  purpose. 

Q.  Do  you  know  whether  any  of  those  companies  that  are 
included  in  the  industry  are  offering  traction  service? 

Mr.  Hackney:  You  mean  the  industry  group? 

Mr.  Guttmann:  That  is  right. 

A.  It  is  my  impression  that  they  do  not,  but  I  would  like 
to  check  that  further. 

By  Mr.  Guttmann: 

Q.  Do  you  find  Columbus  &  Southern  Ohio  Electric  Com¬ 
pany  among  the  companies  included  in  “Statistics  of  Elec¬ 
tric  [324S]  Utilities  in  the  United  States”  for  1941,  by  the 
Federal  Power  Commission?  A.  Yes.  The  Columbus  & 
Southern  Ohio  Electric  Company  is  one  of  the  companies. 
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Q.  Do  you  know  whether  or  not  that  company  operates 
a  traction  system?  A.  If  I  recall  correctly,  it  does. 

Q.  And  there  may  be  others  similarly  included  which  do 
operate  traction  enterprises,  isn’t  that  so?  A.  They 
might,  but  I  would  like  to  check  it. 

The  Examiner :  Such  as  Dallas  Power  &  Light  and  Vir¬ 
ginia? 

Mr.  Guttmann:  Georgia  Power. 

The  Examiner:  Georgia. 

The  Witness:  Yes,  that  is  correct. 

By  Mr.  Guttmann: 

Q.  So  that  to  that  extent  you  will  amend  your  previous 
answer?  A.  That  is  correct. 

Q.  Now,  isn’t  it  true  that  depreciation  on  traction  prop¬ 
erties  generally  is  at  a  higher  rate  than  it  would  be  upon 
electric  properties?  A.  1  am  not  prepared  to  answer 
that  question  at  this  time. 

Q.  Do  you  know  the  rate  of  depreciation  commonly  ap¬ 
plied  to  rolling  stock  of  a  traction  company?  A.  I  should 
want  to  check  that  before  answering. 

[3249]  The  Examiner:  You  gave  it,  didn’t  you,  in  the 
Pittsburgh  Railways  and  Philadelphia? 

Mr.  Hackney:  That  is  as  to  Pittsburgh  Railways  and 
Philadelphia  Transportation  Company. 

The  Examiner:  Yes. 

The  Witness:  Just  the  two  companies,  but  you  were  not 
applying  your  question  to  that,  I  believe? 

By  Mr.  Guttmann: 

Q.  If  you  care  to  give  us  an  answer  in  relation  to  those 
two  for  the  time  being  it  will  be  acceptable.  A.  Well,  the 
figures  there  do  not  give  the  rates. 
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Q.  Now,  as  to  that  portion  of  Chart  No.  4  dealing  with 
taxes,  Mr.  Coffman,  I  take  it  those  are  taxes  exclusive  of 
Federal  income  and  excess  profits  taxes,  is  that  right?  A. 
Yes,  I  believe  that  is  correct. 

[Overnight  adjournment.] 

[3253]  By  Mr.  Guttmann: 

Q.  Mr.  Coffman,  at  the  conclusion  of  the  session  yes¬ 
terday  we  were  discussing  Exhibit  89  and  had  just  come 
to  the  portion  of  sheet  marked  Chart  No.  4  dealing  with 
taxes. 

I  had  asked  you  whether  or  not  Federal  Income  and  Ex¬ 
cess  profits  taxes  were  included  therein.  Your  answer  was 
that  you  did  not  believe  they  were,  and  I  asked  you  to  check 
on  that  and  report  to  us  this  morning.  Have  you  made  that 
check?  A.  Yes,  I  have,  and  the  figure  there  includes  all 
taxes,  including  the  income  taxes. 

Q.  Now,  of  the  nine  companies  that  you  have  used  as 
comparable,  can  you  tell  us  which  of  the  same  filed  con¬ 
solidated  Federal  Income  Tax  returns  for  any  of  the  years 
1941  through  1945?  A.  I  don’t  believe  I  can  answer  that 
at  the  moment. 

Q.  How  about  Duquesne  from  the  years  1941  through 
1945,  did  it  file  an  individual  corporate  Federal  Income  Tax 
return,  or  did  it  file  consolidated  returns?  A.  I  would 
have  to  check  that,  Mr.  Guttmann. 

[3254]  Q.  Now,  for  each  of  the  nine  companies  that  you 
have  employed  as  comparable,  and  for  Duquesne  and  for 
each  of  the  years  1941  through  1945,  would  you  please  state 
at1  this  time  for  the  record  the  total  amounts  representing 
taxes  and  the  portion  thereof  representing  Federal  Income 
and  Federal  Excess  Profits  Taxes  broken  down  in  that 
manner? 
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The  Examiner:  Wouldn’t  he  be  satisfactory  if  the  wit¬ 
ness  supplied  that  information  in  an  exhibit? 

Mr.  Guttmann:  If  we  can  have  it,  sir,  in  time  to  cross- 
examine  further  on  it,  that  would  be  satisfactory. 

The  Examiner:  Could  that  be  done,  Mr.  Hackney?  It 
will  take  considerable  time  to  go  over  the  thing  for  each 
one  of  the  five  years  and  the  nine  companies,  to  pick  it  out. 

Mr.  Hachney:  We  will  try  to  have  it  prepared,  not  to¬ 
day,  I  am  afraid. 

The  Examiner:  Well,  Mr.  Coffman  could  come  back  for 
a  limited  cross-examination  on  that. 

By  Mr.  Guttmann: 

Q.  Mr.  Coffman,  will  you  then  prepare  information 
showing  the  taxes  for  each  of  the  nine  companies  and  for 
Duquesne  for  each  of  the  years  1941  through  1945,  inclusive, 
showing  separately  the  portion  of  those  taxes  attributable 
to  Federal  Income  Taxes,  broken  down  between  Excess 
Profits  Taxes  and  Xormal  and  Surtax? 

Mr.  Hachney:  May  I  ask  the  witness  a  question? 

By  Mr.  Hachney: 

[3255]  Q.  Do  the  reports  of  the  Federal  Power  Com¬ 
mission  to  which  you  have  referred  give  that  information? 
A.  The  reports  give  taxes  in  total. 

Q.  Do  they  break  the  taxes  down  as  between  Excess 
Profits  Taxes  and  Income  Taxes?  A.  No,  sir;  I  believe 
they  do  not. 

Mr.  Hachney:  I  am  afraid  we  cannot  give  that  informa¬ 
tion,  then,  Mr.  Guttman. 

Mr.  Guttmann:  Well,  if  that  information  is  not  avail¬ 
able,  I  think  it  is  pretty  clear  that  the  companies  cannot  be 
compared  properly  on  the  question  of  taxes  at  all.  It  is 
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pretty  obvious  that  there  would  be  a  wide  difference  in  the 
tax  picture  of  companies,  for  example,  that  might  be  in 
the  excess  profits  brackets  and  those  which  are  not,  and  a 
widfe  difference  as  to  those  which  may  be  enjoying  the  bene¬ 
fits  of  consolidated  return  filing  and  those  which  are  not. 

Mr.  Hackney:  As  we  say,  that  merely  goes  to  the  weight 
to  be  given  the  particular  chart  dealing  with  taxes. 

Mr.  Guttmann:  We  maintain  that  we  are  entitled  to  the 
information  if  the  chart  is  to  be  used  at  all. 

The  Examiner:  Well,  supposing,  Mr.  Coffman,  you  give 
all  of  the  information  on  any  one  of  the  nine  companies 
that  you  can. 

The  Witness:  As  of  now. 

The  Examiner:  That  is  as  to  the  five  years,  and  break 
[3256]  down  the  taxes  for  any  one  of  the  nine  companies, 
and  we  will  see  how  it  is. 

Mr.  Hackney:  That  is,  taken  from  the  Federal  Power 
Commission  reports? 

The  Examiner:  Exactly. 

Mr.  Hackney:  Because  ours  is  based  entirely  upon  the 
Federal  Power.  W e  cannot  go  outside  of  the  Federal  Power 
Reports,  because  if  we  do,  then  we  break  down  the  basis 
of  comparison,  because  we  don’t  know  on  what  basis  the 
Federal  Power  compiled  that  particular  information. 

The  Examiner:  Well,  let’s  have  the  information,  typical 
information,  as  to  one  of  the  nine  companies,  as  to  taxes. 

The  Witness:  Right. 

Mr.  Hackney:  As  shown  in  the  Federal  Power  reports. 
He  could  give  that  now. 

The  Examiner:  Yes.  Supposing  you  give  it  as  to  one 
company. 
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The  Witness:  Well,  for  the  year  ended  December  31, 
1941,  on  Hartford  Electric,  taxes  are  $1,995,806. 

For  the  year  ended  December  31,  1942,  $2,756,754. 

The  Examiner:  And  there  is  no  breakdown? 

The  Witness:  No  breakdown.  This  is  all  taxes. 

For  the  year  ended  December  31,  1943,  $2,594,941. 

For  the  year  ended  December  31,  1944,  $2,981,439. 

For  the  year  ended  December  31, 1945,  $1,59S,  140,  which 
[3257]  has,  pertaining  to  it  a  note  to  this  effect: 

“Reflects  $1,673,000  reduction  in  taxes  resulting  from 
benefit  for  Income  Tax  purposes  of  deductions  in  connec¬ 
tion  with  amortization  of  the  cost  of  emergency  facilities.” 

[3258]  Q.  Is  it  then  your  testimony,  Mr.  Coffman,  that 
you  have  no  knowledge  of  the  method  or  process  or  pro¬ 
cedure  by  which  those  tax  figures  were  derived  in  the  FPC 
study  which  would  enable  you  to  give  us  a  breakdown 
showing  what  portion  thereof  represented  Federal  income 
taxes?  A.  I  think  that  is  correct.  A  quick  glance  does 
not  indicate  any  statement  as  to  the  Federal  Power  Com¬ 
mission’s  method  of  reporting  their  tax  figures. 

Q.  And  you  give  the  subject  no  more  than  a  quick 
glance?  A.  Well,  as  I  have  stated,  I  have  taken  the 
figures  from  the  Federal  Power  Commission  as  reported 
for  each  of  the  companies  used. 

Q.  Now,  what  treatment  did  you  give  the  1945  taxes  of 
Hartford  in  connection  with  Chart  4?  A.  I  took  the  total 
tax  figure  as  I  did  in  every  other  case. 

Q.  What  do  you  mean  by  total  tax  figure,  the  sum  of  the 
$1,673,000  plus  the  $1,598,140?  A.  No,  I  took  the  figure 
as  I  read  at  the  outset  as  to  the  amount  of  taxes  shown. 

The  Examiner:  You  gave  no  effect  to  the  footnote? 
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The  Witness:  Well,  no,  the  figure  shown  here  already 
reflects  that  amount. 

The  Examiner:  That  is  a  net  figure? 

The  Witness:  Yes. 

[3259]  The  Examiner:  And  what  is  the  figure  that  you 
used! 

The  Witness:  $1,59S,140. 

By  Mr.  Guttmann: 

Q.  Can  you  tell  us  what  were  the  Federal  income  tax, 
normal  and  surtax  and  excess  profits  tax  rates  for  each  of 
the  years  1941  through  1945,  and  also  tell  us  the  difference 
between  the  rates  that  would  have  been  paid  on  a  consoli¬ 
dated  filing  and  those  which  would  have  been  paid  on  an 
individual  corporate  filing  in  each  of  those  years?  A. 
Well,  I  wouldn’t  hope  to  repeat  that  out  of  my  memory. 
I  can  supply  it. 

Q.  Can  you  tell  us  whether  in  any  of  the  years  1941 
through  1945,  Duquesne  paid  any  excess  profits  tax?  A. 
I  could  not  answer  that  at  the  moment.  I  would  have  to 
check  those  figures. 

Q.  Could  you  tell  us  whether  any  of  the  nine  companies 
that  you  have  employed  in  the  comparable  group  during 
those  same  years  paid  any  excess  profits  tax?  A.  Well, 
I  think  my  answer  is  the  same.  I  said  I  would  have  to  check 
the  figures. 

Q.  What  source  would  you  go  to  to  check  those  figures? 
A.  So  far  as  this  particular  report  is  concerned,  I  cannot 
check  them  unless  I  want  to  go  outside  the  Federal  Power 
Commission  reports,  and  as  I  have  stated,  I  have  used 
thbse  figures  throughout,  so  there  would  be  no  question 
about  the  [3260]  comparability  of  the  figures. 

Q.  Well,  do  you  believe  that  there  would  be  any  com¬ 
parability  if  on  examination  you  would  find  that  one  of 
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the  companies  that  yon  are  comparing  with  nine  others 
filed  a  consolidated  report  and  was  in  an  excess  profits 
tax  bracket  and  none  of  the  other  nine  that  you  are  com¬ 
paring  therewith  were  similarly  situated?  A.  I  don’t 
think  that  is  the  whole  point,  Mr.  Guttmann.  I  do  not  have 
access  to  the  income  tax  returns  filed  by  the  various  com¬ 
panies,  all  the  companies,  including  the  nine,  and  in  order 
to  have  figures  which  are  supplied  on  a  basis  that  is 
uniform,  I  resorted  to  the  use  of  the  Federal  Power  Com¬ 
mission  figures. 

Q.  Isn’t  it  a  fact  that  Standard  &  Poor’s  in  their 
manuals  break  down  taxes  as  between  Federal  income  taxes 
and  other  taxes?  A.  We  attempt  to  wherever  it  is  pos¬ 
sible,  but  there  again,  as  I  say,  in  using  the  figures  from 
the  Federal  Power  Commission  reports,  I  have  used  those 
figures  throughout,  without  any  adjustments  or  notations 
taken  from  other  sources  which  might  be  on  a  different 
basis  or  confuse  the  comparison. 

Q.  Now,  so  far  as  the  taxes  are  concerned  that  you  have 
utilized  in  connection  with  Chart  No.  4,  do  you  know 
whether  they  represent  actual  tax  payments  or  whether 
they  represent  merely  appropriations  for  tax  liability? 
[3261]  A.  I  cannot  answer  that  question  for  the  reason 
I  have  given  before.  I  don’t  know  exactly  how  the  Federal 
Power  Commission  tabulates  these  data. 

Q.  Mr.  Coffman,  if  you  were  to  find  on  examination  that 
the  total  of  the  breakdown  of  taxes  as  reported  in  Standard 
&  Poor’s  for  any  of  the  years  that  are  used  in  your  study 
for  any  of  the  nine  companies  or  Duquesne  should  happen 
to  equal  exactly  the  total  taxes  reported  in  the  Federal 
Power  Commission  studies,  would  it  then  be  reasonable  to 
assume  that  those  breakdown  figures  were  accurate  for 
comparative  purposes  ?  A.  Would  you  repeat  that  ques¬ 
tion,  Mr.  Reporter? 

(Question  read.) 
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A.  Well,  I  think  there  might  be  an  assumption  in  that 
direction. 

Q.  In  your  total  expense  box  on  Chart  4,  you  have  in¬ 
cluded,  among  other  items,  the  taxes  that  are  reflected  in 
the  next  preceding  box,  have  you  not?  A.  Yes,  I  have. 

Q.  Have  you  anywhere  in  the  course  of  your  work 
sheets  arrived  at  a  computation  of  total  expenses  before 
Federal  income  taxes  or  before  taxes?  A.  Xo,  sir,  I 
have  not. 

Q.  Have  you  prepared,  with  reference  to  Chart  No.  5, 
Mr.  Coffman,  in  connection  with  your  underlying  work 
sheets,  any  study  that  would  show  the  comparable  figures 
to  those  set  [3262]  forth  in  the  upper  right-hand  box  desig¬ 
nated  “Interest  on  Long-Term  Debt — Times  Earned” 
figures  on  times  interest  and  preferred  dividend  require¬ 
ments?  A.  No,  sir,  I  have  not. 

Q.  Xow,  with  regard  to  the  lower  right-hand  boxes 
designated  “Appropriations  on  Preferred  and  Common 
Stocks,”  Mr.  Coffman,  it  was  your  contention  on  direct 
that  the  difference  in  dividend  pay-out  indicated  to  you 
that  Duquesne  was  in  a  relatively  better  position  than  the 
other  companies  with  which  it  is  compared.  Did  you  ascer¬ 
tain  whether  any  of  the  nine  so-called  comparable  com¬ 
panies  like  Duquesne  pay  out  dividends  to  a  parent? 
A.  Yes,  I  think  a  few  do. 

Q.  Can  you  tell  us  which  of  them  do?  A.  Well,  I 
believe  that  Kansas  Gas  &  Electric  does  and  Sheridan 
County  Electric  Company,  Xebraska  Power  Company, 
Staten  Island  Edison  Company,  West  Penn  Power  and 
Houston  Lighting  Company,  or  at  least  in  some  of  the  years 
of  the  five-year  period. 

Q.  Can  you  tell  us  specifically  for  1945,  as  to  any  of 
these  six  companies  that  you  have  just  mentioned  what 
the  percentage  payout  to  the  parent  amounted  to?  A. 
Xo,  I  couldn’t  answer  that  question. 


Testimony — Paul  B.  Coffman — Cross.  2055a 


Q.  Now,  have  you  given  any  consideration  in  your 
judgment,  Mr.  Coffman,  to  the  fact  that  the  showing  that 
both  the  in-  [3263]  dustry  group  and  the  nine-company 
group  have  appropriations  on  preferred  and  common 
stocks  materially  lower  than  those  in  the  case  of  Duquesne 
would  indicate,  among  other  things,  a  more  conservative 
management  on  the  part  of  those  companies,  a  lack  of 
pressure  from  the  parent  on  payouts,  so  far  as  those  com¬ 
panies  are  concerned,  and  the  meeting  of  construction 
requirements  in  preference  to  the  dissipation  in  dividends 
on  the  part  of  those  companies?  A.  Well,  on  my  direct 
examination,  I  believe  I  said  that  the  greater  proportion  of 
earnings  paid  out  in  dividends  by  the  Duquesne  Light  Com¬ 
pany  as  compared  with  the  other  companies  was  made 
possible  by  the  company’s  strong  financial  position  and 
the  conservative  capital  structure  of  the  company,  and  if 
the  company  adequately  meets  its  other  financial  require¬ 
ments  it  may  he  in  position  where  they  can  pay  out  prac¬ 
tically  all  of  its  earnings  in  dividends. 

Q.  In  that  connection  will  you  now  tell  us  during  which 
of  the  years  from  1941  to  1945,  at  which  time  Duquesne  was 
paying  out  extremely  large  percentages  of  its  net  income 
in  dividends,  did  it  have  bank  loans  outstanding?  A. 
Well,  I  can’t  answer  that  at  the  moment.  I  would  have  to 
do  some  checking  to  get  those  facts. 

Q.  Did  you  make  any  study  of  that  question?  A.  No. 
As  I  have  stated,  I  have  taken  the  figures  shown  in  my 
various  exhibits  from  the  Federal  Power  Commission  re- 
13264]  ports. 

Q.  And  in  arriving  at  your  tentative  conclusions,  you 
made  no  further  study  except  to  take  the  figures  as  they 
were  reported  in  the  FPC  reports,  is  that  right?  A. 
Well,  in  connection  with  the  particular  question  you  raise 
on  appropriations,  there  is  shown  in  the  reports  the  amount 
of  appropriation  on  preferred  stock  and  on  common  stock 
separately. 
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Q.  Now,  will  yon  answer  that  question  that  I  directed 
to  you?  A.  The  answer  is  that  I  studied  those  matters, 
but  here  I  have  the  appropriations  on  the  preferred  and 
common  stocks  together. 

Q.  What  kind  of  a  study  did  you  make?  A.  Well,  I 
noted  in  each  case  what  the  appropriations  were  as  to  the 
preferred  and  as  to  the  common. 

Q.  And  you  arrived  at  your  percentages  on  that  basis? 
A.  Yes.  The  total  figures  that  were  shown  for  each  was 
the  amount  which  I  used  to  calculate  the  percentage,  that 
is  correct. 

Q.  And  that  was  the  sum  total  of  the  study  or  investiga¬ 
tion  that  you  gave  on  that  point?  A.  Well,  if  you  mean 
by  that  did  I  go  back  to  study,  aside  from  the  percentage 
amount  paid  out,  the  dividend  policy  and  all  of  the  con¬ 
siderations  that  are  made  by  management  to  establish  such 
a  policy,  I  did  not  make  such  additional  study. 

[3265]  Q.  Will  you  turn  next,  Mr.  Coffman,  to  the 
document  marked  Philadelphia  Exhibit  90.  A.  Yes,  sir. 

Q.  Now,  with  regard  to  Chart  No.  6  and  that  portion 
thereof  in  the  upper  right-hand  box  entitled  “Total  Main¬ 
tenance  and  Depreciation”,  do  these  maintenance  figures 
for  the  years  1941  through  1945  and  for  the  year  1945  reflect 
the  fact  that  during  the  War  years  there  was,  in  the  ease 
of  any  number  of  the  companies,  deferred  maintenance? 
A.  Well,  the  figures  on  maintenance  are  those  maintenance 
charges  reported  to  the  Federal  Power  Commission  by  the 
various  companies.  There  is  no  breakdown  in  the  Federal 
Power  Commission  reports,  which  shows  information  in 
regard  to  deferred  maintenance — if  there  was  any. 

The  ratios  throughout  my  exhibit,  as  I  have  stated,  are 
those  which  were  actually  used  in  the  reports  by  the  Federal 
Power  Commission. 
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The  Examiner:  You  recognize,  I  assume,  that  the  pur¬ 
pose  of  the  reports  as  used  by  the  Federal  Power  Commis¬ 
sion  differed  from  your  use  at  the  present  time,  do  they  not? 

The  Witness:  Well,  there  may  be  some  difference,  sir, 
but  the  problem  again  in  making  a  study  of  this  kind,  as  I 
saw  it,  was  to  have  some  uniform  set  of  figures  which  could 
be  used,  and  in  order  to  make  a  study  wherein  all  the  figures 
used  would  tie  to  one  source,  the  Federal  Power  Commis¬ 
sion’s  figures  were  [3266]  the  only  ones  I  knew  of  available 
on  that  basis  for  these  various  companies  that  are  being 
treated. 

By  Mr.  Guttmann: 

Q.  And  you  made  no  test  behind  those  figures  to  ascer¬ 
tain  the  comparability  or  lack  thereof  in  any  instances? 
A.  Well,  only  to  the  extent  that  if  there  were  variations  in 
the  maintenance  as  reported — of  course  I  have  that — when 
you  refer  to  “deferred  maintenance”,  that  is  an  entirely 
different  question,  and  I  just  don’t  know  where  those  figures 
could  be  found. 

As  a  matter  of  fact,  I  am  not  sure  that  in  the  companies 
at  any  given  time  an  accurate  figure  could  be  gotten. 

Q.  Now  then,  Duquesne  has  certain  indenture  require¬ 
ments  as  to  depreciation  and  maintenance,  does  it  not? 
A.  I  believe  that  is  correct. 

Q.  Can  you  tell  us  which  of  the  nine  so-called  com¬ 
parable  companies  have  similar  indenture  requirements? 
A.  Well,  I  could  not  answer  that  question  at  the  moment. 

Q.  And  it  is  possible,  is  it  not,  that  the  indenture  re¬ 
quirements  of  Duquesne  would  constitute  substantially  all 
of  the  reasons  for  the  greater  percentage  in  maintenance 
and  depreciation  shown  for  Duquesne  over  the  nine  compa¬ 
nies?  A.  Well,  I  would  not  want  to  answer  the  question 
just  that  way.  The  indenture  requirements  might  be  met 
in  more. 
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Q.  You  don’t  know,  though,  whether  that  is  a  fact? 
[3267]  A.  I  don’t  know  at  the  moment.  That  is  a  matter 
that  would  have  to  be  checked. 

Q.  Now,  regarding  the  lower  portion  of  the  chart  marked 
No.  6,  with  regard  to  Production,  Transmission  and  Dis¬ 
tribution  Expenses,  is  it  not  a  fact,  Mr.  Coffman,  that  the 
variation  between  the  industry  group,  the  nine-company 
group  and  Duquesne  in  each  of  those  items  would  largely  be 
attributable  to  differences  in  the  nature  of  the  areas  served, 
differences  in  the  length  of  transmission  lines,  and  differ¬ 
ences  as  to  the  degree  in  which  customers  are  scattered? 
A.  Well,  I  think  that  those  factors  have  a  bearing  upon 
the  subject,  but  I  think  it  is  also  true  that  regardless  of 
length  of  line,  area  and  type  of  territory  served,  and  so 
forth,  the  figures  still  represent  the  charges  being  made  by 
the  companies  for  those  particular  expenses,  and  to  that  ex¬ 
tent  it  represents  to  me  the  management  policy  in  main¬ 
taining  their  properties  and  production,  transmission  and 
distribution. 

Q.  But  you  do  admit,  do  you  not,  that  the  variation  might 
in  large  measure  be  due  to  the  factors  that  I  have  men¬ 
tioned?  A.  Well,  I  don’t  know  about  the  large  measure 
part.  I  say  they  are  factors  to  be  considered,  but  in  taking 
the  industry  as  a  whole,  for  example,  as  I  have  already 
testified,  there  is  a  mixture  of  companies  and  type  of  ser¬ 
vice  offered,  and  so  forth,  and  the  figures  shown  here  rep¬ 
resent  management’s  policy  in  regard  to  those  items. 

[3268]  Q.  The  same  comment  would  apply  to  the  nine 
companies  as  to  the  industry  as  a  whole,  would  it  not?  A. 
The  same  comment  would  apply,  and  I  would  like  to  say 
again  in  regard  to  these  various  expenses,  for  purposes  of 
this  study,  I  don’t  know  of  any  other  source  to  get  as  uni¬ 
form  a  basis  for  the  figures  as  the  Federal  Power  Com¬ 
mission  reports. 

Q.  But  it  is  true,  is  it  not,  that  if  you  would  have  em- 
ploved  for  the  purpose  of  your  comparison  companies  serv- 
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mg  areas  similar  to  that  served  by  Duquesne,  with  length 
of  transmission  lines  similar  to  that  of  Duquesne,  and  with 
a  scattering  of  customers  similar  to  that  of  Duquesne,  you 
might  have  had  a  totally  different  picture  than  that  por¬ 
trayed  on  Chart  6  ?  A.  Well,  I  would  answer  the  question 
this  way :  If  you  could  find  one  single  other  company  that 
was  identical  with  Duquesne,  that  probably  would  be  the 
ideal,  but  I  could  not  find  any. 

Q.  You  admit,  then,  that  none  of  your  nine  companies 
are  either  identical  to  or  ideal  for  comparison  with  relation 
to  Duquesne?  A.  No,  I  am  not  saying  that.  As  I  think 
I  have  said  in  my  direct  testimony,  since  there  is  no  identical 
company  with  Duquesne,  I  then  set  up  certain  tests  in  order 
to  make  a  selection  of  companies  which  I  thought  would 
be  as  close  to  the  situation  as  is  represented  by  Duquesne. 

Q.  Well,  can  you  for  the  moment,  from  any  of  the  data 
[3269]  before  you,  give  us  a  comparison  as  to  areas  served, 
length  of  transmission  lines,  and  degree  of  scattering  of 
customers  as  between  Sheridan  County  and  Duquesne? 
A.  With  regard  to  transmission  lines,  Sheridan  County 
Electric  Company  has  27.5  overhead  transmission  lines — 
that  is  pole  lines. 

Q.  Is  that  miles  of  lines?  A.  That  is  miles  of  line, 
yes. 

So  far  as  distribution  is  concerned,  104.6  miles  of  line. 
They  have  some  underground,  about  7%  miles. 

In  the  case  of  Duquesne  Light  Company,  it  has  137  miles 
of  power  line.  The  mileage  of  pole  lines  is  not  reported, — 
I  cannot  give  that  figure — nor  is  the  mileage  for  distribution 
lines  reported.  That  is  for  the  year  1941. 

[3270]  Q.  Can  you  tell  us  anything  generally  as  of  that 
year  as  to  the  comparison  of  area  served  by  Sheridan  and 
Duquesne?  A.  By  that  do  you  mean  the  nature  of  the 
terrain  and  the  area  geographically  served,  or  number  of 
population  ? 
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Q.  Whatever  general  information  you  have  available 
will  be  acceptable.  A.  Well,  the  only  figure  I  have  is  that 
Sheridan  County  Electric  Company  serves  a  population  of 
about  14,000. 

Q.  And  Duquesne  serves  a  population  of  approximately 
what?  A.  Well,  it  serves  about  367,800  customers  and 
Sheridan  serves  4,274,  which  I  think  I  already  have  put  in 
the  record. 

Q.  Turning  next  to  Chart  No.  7,  I  note  that  you  have 
set  forth  customers  accounting  and  collecting  on  two  bases, 
both  in  per  cent  of  operating  revenue  and  in  dollars  per 
customer.  I  note  that  as  to  sales  promotion  and  as  to  ad¬ 
ministrative  and  general  you  have  set  forth  your  data  only 
in  per  cent  of  operating  revenue.  Why  did  you  not  set 
forth  the  data  as  to  sales  promotion  and  as  to  administra¬ 
tive  and  general  on  a  dollar  per  customer  basis,  Mr.  Coff¬ 
man?  A.  Well,  the  answer  to  that  is  that  I  used  the 
ratios  that  were  presented  by  the  Federal  Power  Commis¬ 
sion,  and  that  is  the  way  the  Commission  presented  it. 

The  Examiner:  Well,  is  it  your  testimony  that  the  Fed¬ 
eral  Power  Commission  doesn’t  break  down  sales  promo¬ 
tion  and  ad-  [3271]  ministrative  and  general  as  to  dollars 
per  customer? 

The  Witness;  Yes,  that  is  correct. 

The  Examiner:  You  mean  in  the  books  that  you  have  in 
front  of  you? 

The  Witness:  That  is  correct.  In  the  Federal  Power 
Commission’s  reports  certain  ratio  relationships  are  pre¬ 
sented  and  the  ratios  that  I  have  used  here  are  identical 
with  those  in  the  report  and  there  is  no  further  breakdown 
in  the  report. 

By  Mr.  Guttmann: 

Q.  Now,  in  deriving  your  dollars  per  customer  on  cus¬ 
tomers  accounting  and  collecting,  did  you  employ  an  arith- 
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metical  or  weighted  average?  A.  I  think  that  is  an 
arithmetic  average. 

Q.  And  is  it  true  that  in  each  instance  where  averages 
are  portrayed  in  your  exhibits  you  have  used  an  arithmetic 
average  and  not  a  weighted  average?  A.  Well,  in  so  far 
as  the  industry  as  a  whole  is  concerned,  those  percentages 
come  directly  from  the  Federal  Power  Commission  reports 
as  presented  by  the  Federal  Power  Commission.  In  the 
case  of  the  nine  companies,  which  percentage  I  had  to  calcu¬ 
late,  I  used  the  arithmetic  average. 

Q.  And  where  you  took  the  averages  from  the  Federal 
Power  Commission  reports,  do  you  know  whether  or  not 
those  were  the  result  of  an  arithmetic  or  a  weighted  aver¬ 
age  ?  A.  In  each  case  it  was  an  arithmetic  average. 

[3272]  Q.  Would  you  illustrate  for  the  record  exactly 
how  you  proceeded  to  arrive  at  your  figure  of  $3.82  per  cus¬ 
tomer  for  the  nine-company  group  for  the  year  1945  in 
customers  accounting  and  collecting?  A.  Could  I  supply 
that  a  little  later?  It  is  going  to  take  me  some  time. 

Q.  Very  well,  sir.  A.  I  mean,  I  can  get  that  before 
the  day  is  over. 

The  Examiner:  We  will  take  a  recess  for  five  minutes. 

(Recess  taken.) 

By  Mr.  Guttmann: 

Q.  Going  back  to  Chart  6  for  just  a  moment,  Mr.  Coff¬ 
man,  the  lower  portion  of  the  chart  where  you  treat  with 
production,  transmission  and  distribution  expenses,  will 
you  explain,  please,  in  so  far  as  the  transmission  and  dis¬ 
tribution  expenses  are  concerned,  how  you  relate  your  basic 
criteria  of  three  elements  that  you  enunciated  in  the  record 
affecting  the  nine-company  group  to  those  two  expenses? 
A.  Well,  if  I  understand  your  question  correctly,  the  basic 
criteria  I  used  resulted  in  the  selection  of  the  nine-company 
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group  and  once  I  had  that,  the  names  of  the  nine  companies 
in  the  group,  then  I  took  the  figures  from  the  Federal  Power 
Commission  reports  for  each  of  those  companies  on  pro¬ 
duction,  transmission  and  distribution  expenses  where  such 
figures  were  reported. 

[3273]  Q.  Then  is  it  your  testimony  that  you  paid  no 
attention  specifically  to  the  relationship,  if  any,  between 
transmission  and  distribution  expenses  and  the  factors  of 
the  company  having  100  per  cent  of  its  revenue  from  elec¬ 
tric  sales,  85  per  cent  of  its  generating  capacity  being  steam 
and  the  company  generating  85  per  cent  of  its  energy  re¬ 
quirements?  A.  I  looked  at  that  situation  for  the  com¬ 
pany  as  a  whole,  which  gave  me  the  list  of  nine  companies. 
Then  after  that,  I  reported  the  figures  as  reported  from 
the  Federal  Power  Commission  on  each  and  took  an  average. 

Q.  So  that  after  using  your  yardsticks  for  the  selection 
of  the  companies  you  made  no  further  investigation  to 
ascertain  as  to  any  of  the  specific  items  whether  or  not 
those  yardsticks  led  to  comparability  as  to  those  items? 
A.  Xo.  As  I  say,  I  used  the  test  to  arrive  at  the  selection 
of  companies. 

Q.  Xow,  turning  back  to  Chart  7,  the  portion  of  the 
chart  at  the  lower  left-hand  side  designated  “Sales  Promo¬ 
tion — in  per  cent  of  operating  revenue,”  isn’t  it  a  fact, 
Mr.  Coffman,  that  sales  promotion  expense  is  entirely  a 
governable  item  of  expense?  A.  Well,  sales  promotion 
comes  under  the  managerial  policy  of  the  respective  com¬ 
panies. 

Q.  And  is  entirely  governable?  A.  It  is  determined 
by  management. 

[3274]  Q.  Turning  next  to  Exhibit  P-91,  Mr.  Coffman, 
at  Chart  8 — did  you  have  something?  A.  Well,  before 
you  go  on,  do  you  want  that  figure  now  on  the  other?  I 
can  give  you  that  figure  you  asked  about  of  $3.82. 
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Q.  Fine,  if  you  will.  It  will  be  acceptable  at  this  time. 
A.  In  regard  to  the  $3.82  figure  for  1945,  I  took  the  cus¬ 
tomers  accounting  and  collecting  expense  and  divided  that 
by  the  number  of  customers,  which  gave  me  $3.82.  In  other 
words,  the  total  customers  accounting  and  collecting  ex¬ 
pense  for  the  nine  companies  was  $3,534,181  and  divided 
that  by  924,698. 

Q.  Xow,  will  you  turn,  sir,  to  Chart  Xo.  8,  entitled 
“Balance  Sheet  Relationships — Segments  of  Capitalization 
as  a  per  cent  of  total.”  You  set  forth  on  that  chart,  Mr. 
Coffman,  for  each  of  the  groups  industry,  nine  companies 
and  Duquesne  for  the  1941  to  1945  average  period  and  for 
the  year  1945,  among  other  things,  the  segment  designated 
“Surplus,”  do  you  not?  A.  Yes,  sir. 

Q.  Xow,  with  reference  first  to  Duquesne,  what,  if  any, 
potential  charges  existed  in  1945  against  surplus? 

The  Examiner:  Do  you  mean  whether  the  surplus  of 
Duquesne  was  frozen  or  not? 

[3275]  Mr.  Guttmann:  Xo,  sir.  I  mean  whether  there 
were  any  100.5  account  items  or  107  items  as  of  that  date. 
A.  Well,  in  regard  to  those  items  I  can’t  answer  that  at 
the  moment.  The  figure  I  have  shown  for  1945  for  Duquesne 
is  the  figure  for  total  surplus  shown  in  the  Federal  Power 
Commission’s  report  for  1945. 

By  Mr.  Guttmann: 

Q.  And  would  your  answer  be  the  same  as  to  the  com¬ 
panies  in  the  nine-company  group?  A.  Yes,  it  would. 

Q.  Xow,  looking  at  Chart  Xo.  8,  Mr.  Coffman,  I  would 
ask  whether  or  not,  in  your  opinion,  the  position  of  Du¬ 
quesne  as  to  common  stock  and  surplus  you  believe  will 
improve  throughout  the  years  to  come  in  view  of  the  fact 
that  there  is  almost  a  100  per  cent  payout  of  net  income  for 
common  dividends?  A.  Well,  I  think  I  have  answered 
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that  question  before  by  the  statement  I  made  that  I  thought 
it  had  a  sound  financial  structure  and  that  in  maintaining 
its  properties,  and  so  on,  if  it  could  maintain  such  dividend 
ratio  it  was  maintaining  a  satisfactory  position. 

The  Examiner:  The  Federal  Power  figures  as  to  sur¬ 
plus,  was  there  any  breakdown  between  capital  and  sur¬ 
plus? 

The  Witness:  Yes,  sir. 

The  Examiner:  There  was? 

The  Witness:  Yes,  sir. 

[3276]  The  Examiner:  And  what  have  you  used? 

The  Witness:  I  used  the  total  surplus,  both  capital  and 
earned  surplus. 

By  Mr.  Guttmann: 

Q.  Turning  next  to  Chart  No.  9,  the  upper  left-hand  box, 
“Bonds  as  a  per  cent  of  Utility  Plant,”  with  regard  to 
Duquesne,  the  utility  plant  is  reported  on  an  original  cost 
basis,  isn't  that  so?  A.  For  Duquesne? 

Q.  That  is  right,  sir.  A.  I  believe  so. 

Q.  Can  you  tell  us  as  to  the - 

Mr.  Hackney:  Is  that  for  1945? 

Mr.  Guttmann:  1945. 

By  Mr.  Guttmann: 

Q.  Can  you  tell  us  as  to  the  nine  companies  you  con¬ 
sidered  in  the  so-called  comparable  group  whether  in  any 
instance  and,  if  so,  in  how  many,  utility  plant  is  similarly 
on  an  original  cost  basis?  A.  I  am  not  certain  that  I  can 
answer  that  for  each  company  in  the  nine-company  group. 

Q.  Can  you  answer  it  for  any  of  the  companies  in  the 
nine-company  group?  A.  I  don’t  believe  I  can. 
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Q.  Now,  I  understood  your  testimony  yesterday,  Mr. 
[3277]  Coffman,  to  be  on  one  point  that  the  increase  in 
1945  over  the  1941  to  1945  average,  so  far  as  Duquesne 
is  concerned,  in  the  relationship  of  bonds  to  utility  plant 
was  attributable  in  large  measure  to  the  write-downs  affect¬ 
ing  that  company,  is  that  right  ?  A.  Yes,  I  believe  I  made 
that  statement  for  1945  for  Duquesne  Light. 

Q.  And  similarly  when  you  were  discussing  the  next 
box,  “Reserve  for  Depreciation  as  a  per  cent  of  Utility 
Plant,”  you  commented  yesterday  that  the  increase  in 
Duquesne  in  1945  over  the  1941  to  1945  average  was  attribu¬ 
table  to  this  same  write-down  factor  in  large  part?  A. 
Well,  I  said  that  was  true  after  giving  effect  to  the  write¬ 
down. 

Q.  Well,  now,  as  a  matter  of  fact,  were  not  most  of  the 
charges  concerned  in  Duquesne ’s  write-down  in  connection 
with  the  items  other  than  depreciation  reserve  ?  A.  Well, 
I  would  say  that  the  larger  portion  of  charges  were  to  other 
accounts,  but  there  were  items  in  regard  to  the  retirement 
reserve. 

Q.  Now,  with  regard  to  the  lower  right-hand  portion 
of  Chart  No.  9,  “Current  Assets  Times  Current  Liabilities,” 
isn’t  it  a  fact,  Mr.  Coffman,  that  for  at  least  three  of  the 
five  years  in  the  period  1941  to  1945,  Duquesne  was  in  a 
current  liabilities  position?  [3278]  A.  Well,  I  am  not 
sure  that  I  get  your  question  at  the  moment.  On  the  table 
supporting,  or  that  is  included  in  Philadelphia’s  Exhibit  91, 
the  figures  for  Duquesne  Light  Company  are  shown  for 
each  year,  in  which  the  ratio  is  given  as  to  the  current  assets 
times  current  liabilities,  in  which  case  the  ratios  were  always 
more  than  one. 

Q.  Do  you  have  the  balance  sheets  for  Duquesne  for 
those  five  years  19^1  to  1945?  A.  Yes.  I  have  them  in 
the  Federal  Power  Commission  reports. 
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Q.  Do  you  know  whether  those  correspond  with  the 
company  ?s  balance  sheet  reports?  A.  Yon  mean  the 
balance  sheet  reports  to  the  stockholders? 

Q.  That  is  right,  sir.  A.  I  have  not  made  that  check. 
As  I  have  stated  throughout,  I  have  taken  the  figures  as 
reported  by  the  Federal  Power  Commission  for  each  com¬ 
pany. 

Q.  In  so  far  as  the  Federal  Power  Commission  reports 
are  concerned,  will  you  observe  the  balance  sheets  of 
Duquesne  for  the  five  years  1941  to  1945,  and  tell  us  whether 
they  reflect  for  at  least  three  of  those  years  a  net  current 
liabilities  position?  A.  Yes,  sir.  Those  reports  do. 

Q.  They  do  what,  Mr.  Coffman?  A.  The  current  lia¬ 
bilities  exceed  the  current  assets.  [3279]  I  believe  that  was 
your  question. 

Q.  That  is  right,  sir — for  which  years?  A.  In  1941, 
1942,  and  1943.  They  are  about  even  in  1944. 

The  Examiner:  Well,  do  your  ratios  that  you  just  ascer¬ 
tained  by  examining  the  reports  of  the  Federal  Power  Com¬ 
mission  differ  from  the  ratios  shown  on  your  exhibit? 

The  Witness:  Well,  apparently  at  the  moment  they  do. 
I  will  have  to  check  to  find  out  if  that  is  actually  the  case. 

The  Examiner:  What  did  you  just  find  by  examining  the 
Federal  Power  Commission  reports? 

The  Witness:  In  the  Federal  Power  Commission  re¬ 
ports,  the  current  liabilities  in  the  years  mentioned  exceeded 
the  current  assets. 

The  Examiner:  Well,  for  the  year  1941,  what  was  the 
ratio  you  found  by  the  book? 

The  Witness:  It  was  1.58  per  cent  as  I  have  it.  By 
checking  two  years,  1941  and  1942, 1  believe  the  ratios  stated 
are  incorrect.  There  has  been  an  error  made  in  the  ratios 
presented  in  this  exhibit. 
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The  Examiner:  Suppose  we  take  a  recess  for  five  min¬ 
utes. 

(Recess  taken.) 

The  Witness:  To  answer  further  the  question,  the  ratios 
shown  in  Philadelphia  Exhibit  91  in  regard  to  the  current 
assets  times  current  liabilities — the  per  cents  so  calculated 
were  correct  but  should  have  been  in  red,  but  in  making  my 
[3280]  work  paper  and  having  it  photostated  the  parenthe¬ 
sis  were  left  off,  so  the  figures  as  shown  are  right,  but 
should  be  red  instead  of  black.  There  should  be  a  parenthe¬ 
sis  around  each  one  of  the  figures  for  1941  to  1944,  that  is, 
1941,  1942,  1943  and  1944. 

[3281]  By  Mr.  Guttmann: 

Q.  And  what  effect  does  that  have  on  the  Chart  Num¬ 
ber  9  in  the  box  entitled  “  Current  Assets  times  Current  Lia¬ 
bilities — 1941-1945  Average”?  A.  That  would  change 
the  box  accordingly. 

Q.  It  would  be  rather  a  substantial  change,  I  take  it? 
A.  Well,  to  the  extent  that  I  have  just  noted  the  change  on 
the  figures. 

Q.  Can  you  tell  us  roughly  how  that  would  then  be  por¬ 
trayed  on  the  chart  with  relation  to  the  industry  group  and 
the  nine  companies,  with  those  corrections  for  the  1941-1945 
average?  A.  If  it  was  shown  chartwise,  it  would  reverse 
the  bar  to  indicate  the  red  figure. 

Mr.  Hackney:  For  which  period? 

The  Witness:  For  the  years  1942  through  1944. 

Mr.  Guttmann:  At  this  time,  if  the  Examiner  please,  I 
would  move  to  strike  each  of  the  exhibits  P-88,  89,  90  and 
91,  on  the  basis  that  it  has  clearly  been  established  by  cross- 
examination  that  they  are  irrelevant,  incompetent  and  im¬ 
material,  the  basis  of  comparison  therein  used  cannot  be 
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competent  or  relevant  for  the  purposes  of  these  proceed¬ 
ings,  and  on  the  basis  further  of  the  errors  brought  out 
upon  cross-examination,  -with  relation  thereto  ? 

Mr.  Hackney:  May  we  have  one  moment,  please?  (Dis¬ 
cussion  off  the  record.) 

[32S2]  .1/r.  Hackney:  If  the  Examiner  please,  we  think 
that  the  exhibits  are  perfectly  properly  admitted  in  evi¬ 
dence.  In  the  first  place,  such  questions  as  the  counsel  for 
the  staff  have  raised  in  his  cross-examination  go  only  to 
the  weight  of  the  evidence,  and  not  at  all  to  the  admissi¬ 
bility  of  these  exhibits  in  evidence.  In  the  second  place, 
such  contentions  as  he  has  raised  amount  to  an  attack  upon 
the  correctness  of  the  figures  of  the  Federal  Power  Com¬ 
mission  and  to  the  reliability  of  those  figures  for  evidence 
in  this  case.  We  have  used  the  figures  of  the  Federal 
Power  Commission  and  surely,  if  any  reliability  is  to  be 
attached  to  any  figures,  reliability  should  be  attached  to 
those  figures  of  the  Federal  Power  Commission. 

In  substance,  the  staff  is  saying  that  these  figures  of 
the  Federal  Power  Commission  are  not  reliable  and  that 
the  ratios  are  not  reliable,  and  that  is  what  we  have  done  in 
this  case,  we  have  relied  upon  those  ratios  which  have  been 
produced  by  the  Federal  Power  Commission.  If  they  are 
significant,  the  Federal  Power  Commission  says  they  are 
sighificant,  and  for  that  reason  we  have  used  them. 

Now,  a  lot  of  the  staff’s  cross-examination  suggests  that 
we  should  go  behind  the  Federal  Power  Commission’s 
statistics  and  should  adjust  them. 

The  Examiner:  I  don’t  so  understand  that. 

Mr.  Hackney:  They  have  asked  us  about  deferred  main¬ 
tenance,  [3283]  whereas  the  Federal  Power  Commission 
gives  no  consideration  to  that  in  its  reports, — it  reports 
only  actual  maintenance  expense.  Why  should  we  go  back 
of  the  Federal  Power  Commission  figures  ? 
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The  Examiner:  Well,  I  agree  with  that.  That  was  only 
one  item. 

Mr.  Hackney:  There  have  been  a  number  of  similar 
things.  They  have  asked  us  about  our  production  expenses, 
they  have  asked  us  about  why  we  didn’t  compute  custo¬ 
mers’  accounting  in  per  cent  of  operating  revenue,  rather 
than  dollars  per  customer.  The  Federal  Power  Commis¬ 
sion  does  not  do  it,  why  should  we  have  to  go  back  and  do 
it?  If  the  figures  in  dollars  per  customer  for  use  by  the 
Federal  Power  Commission  are  reliable  or  significant, 
we  have  used  them.  If  the  Federal  Power  Commission 
attached  no  significance  to  customers’  accounting  and  col¬ 
lecting  expense  in  per  cent  of  operating  revenue,  the  Fed¬ 
eral  Power  Commission  didn’t  use  those  figures. 

Mr.  Guttmann:  Mr.  Hackney  is  definitely  incorrect  in 
his  assumption  that  we  are  attacking  or  attempting  to 
attack  the  validity  of  the  FPC  figures  or  studies.  Our 
approach  is  an  entirely  different  one,  as  we  are  sure  Mr. 
Hackney  recognizes,  and  is  simply  this — that  they  are  dis¬ 
torting  the  purpose  for  which  these  figures  were  compiled 
when  they  attempt  to  introduce  them  in  the  form  of  these 
exhibits  for  the  purpose  of  these  so-called  comparisons. 

[32S4]  Mr.  Hackney:  But  they  are  attacking  the  signi¬ 
ficance  and  reliability  of  the  ratios,  which  are  the  significant 
things,  and  those  are  the  ratios  which  we  have  used. 

The  Examiner:  Well,  inasmuch  as  the  exhibits  purport 
to  show  certain  comparisons  and  ratios  on  the  nine  com¬ 
panies,  it  is  the  view  of  the  Trial  Examiner  that  the  stand¬ 
ard,  as  used  by  the  witness  in  selecting  the  nine  companies 
has  no  validity  at  all  to  any  issues  here,  and  consequently 
the  motion  to  strike  the  exhibits  is  now  granted  and  you 
may  have  an  exception. 

Mr.  Hackney:  Is  that  only  as  to  the  nine  companies, 
but  the  comparisons  as  to  the  industry  made  by  the 
witness — 
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The  Examiner:  X o,  that  also  goes  to  the  use  of  the 
industry  as  a  whole.  The  Trial  Examiner  is  of  the  view 
that  if  you  want  to  make  comparisons,  comparisons  should 
be  inade  with  such  companies  as  the  Detroit  Edison,  the 
Cleveland  Electric  Illuminating,  the  Columbus  Company, 
the  Youngstown  Company  and  the  "Wheeling  Electric 
which,  in  the  view  of  the  Trial  Examiner  the  territory 
served,  the  industrial  load,  and  so  on,  is  more  similar  than 
the  nine  companies  used  by  the  witness. 

Mr.  Guttmann:  I  take  it,  Mr.  Examiner,  that  the  list 
of  companies  that  you  stated  for  the  record  are  not  intended 
to  be  all-inclusive,  but  are,  rather,  indicative  of  the  type  ? 

[3285]  The  Examiner:  Not  at  all.  They  are  purely  as 
to  type.  In  other  words,  the  Trial  Examiner  is  of  the 
opinion  there  is  a  large  industrial  load  in  the  Pittsburgh 
territory  and  there  is  a  large  industrial  load,  for  example, 
in  Detroit  and  Cleveland  and  Youngstown  and  "Wheeling 
and,  in  the  view  of  the  Trial  Examiner,  if  you  are  going  to 
resort  to  comparisons,  let’s  have  comparisons  nearer  Pitts¬ 
burgh,  rather  than  resorting  to  Newport,  Sheridan,  Wyo¬ 
ming,  or  the  industry  as  a  whole,  and  for  that  reason  the 
exhibits  are  stricken. 

Mr.  Hackney:  And  the  record  will  show  an  exception, 
of  course,  to  the  Examiner’s  ruling! 

The  Examiner:  Yes,  sir. 

Mr.  Guttmann:  I  now  respectfully  move,  sir,  on  the 
same  basis,  to  strike  the  testimony  of  the  witness  with  rela¬ 
tion  to  Exhibits  88  through  91,  inclusive. 

The  Examiner:  That  will  be  granted,  and  you  may  have 
an  exception. 

Mr.  Hackney:  An  exception,  also,  please. 

The  Examiner:  Yes,  sir. 
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By  Mr.  Guttmann: 

Q.  Now,  Mr.  Coffman,  with  reference  to  Exhibit  92, 
Chart  designated  as  No.  10,  what  attempt,  if  any,  did  you 
make  to  find  other  comparable  companies  to  Equitable  Gas 
Company,  in  addition  to  the  two  that  you  set  forth  in  that 
exhibit,  namely,  Peoples  Natural  Gas  Company,  and  Manu¬ 
facturers  Light  &  Heat  Company?  [3286]  A.  Well,  in 
regard  to  the  content  of  Philadelphia  Exhibit  92,  I  did  not 
study  other  gas  companies,  but  used  the  two  companies 
mentioned,  because  I  felt  that  in  that  situation  the  com¬ 
panies  used  were  as  close  in  matching  conditions  as  I  could 
find  with  respect  to  comparability  with  Equitable  Gas  Com¬ 
pany.  Those  companies  are  predominantly  distribution 
companies,  they  serve  the  same  general  territory,  they  are 
all  natural  gas  companies,  and  in  addition,  have  the  same 
opportunities,  as  I  saw  it,  to  get  supplies  of  gas. 

Q.  Well,  now,  I  take  it,  then,  that  you  did  not  consider 
such  companies  as  Ohio  Fuel  Gas  Company,  East  Ohio  Gas 
Company,  Cincinnati  Gas  and  Electric  Company  and  Day- 
ton  Power  and  Light  Company,  all  of  which  are  in  the 
Appalachian  Field?  A.  I  did  not  study  those  companies, 
no,  sir. 

Q.  Turning  to  the  chart  marked  12,  Mr.  Coffman,  “Sales 
and  Revenue — Industrial  Customers”,  that  chart  and  the 
supporting  tables  indicate,  do  they  not,  that  Manufacturers 
and  Peoples  both  have  larger  industrial  users  than  does 
Equitable?  A.  I  believe  that  is  correct. 

Q.  Now,  the  chart  also  indicates  that  Equitable’s  rate 
is  lower  than  the  rate  of  the  other  two  companies  in  Pitts¬ 
burgh,  isn’t  that  so,  under  your  criteria  of  the  average 
revenue  per  Mcf?  A.  Yes,  that  is  so. 

Q.  So  that  Equitable  could  supply  industrial  customers 
[3287]  on  a  better  basis  than  could  either  of  the  other  two 
companies,  isn’t  that  right?  A.  Well,  I  don’t  know  as 


2072a  Testimony — Paul  B.  Coffman — Cross. 

I  would  want  to  state  it  quite  that  way.  I  think  the  first 
question  and  the  answer  is  correct,  that  based  upon  the 
average  revenue  per  customer,  Equitable  Gas  Company  is 
considerably  less  than  the  other  two  companies. 

The  matter  of  what  would  be  available  to  other  indus¬ 
trial  customers  in  the  situation  in  Pittsburgh  also  has  a 
bearing  upon  what  they  could  supply. 

Q.  So  that  supply  of  gas  is  a  very  big  factor  in  com¬ 
peting  for  industrial  load?  A.  Well,  it  has  a  bearing 
upon  industrial  load. 

Q.  In  so  far  as  Equitable  Gas  is  concerned,  it  is  a  prime 
factor,  is  it  not?  A.  Well,  I  wouldn’t  want  to  answer 
that  at  the  moment. 

Q.  Turning  next  to  Exhibit  P-93,  Mr.  Coffman,  on  Cus¬ 
tomers  Accounting  and  Collecting  you  have  an  item,  with 
regard  to  Equitable  Gas  Company,  segregated  for  rents, 
and  I  believe  you  explained  yesterday  that  by  rents  you 
referred  to  the  rental  of  space  in  outside  buildings  for 
customers  accounting  and  collecting  activities,  is  that  right? 
A.  Yes.  I  stated  that  those  items  were  in  regard  to  certain 
offices  where  rent  is  paid  for  collection  facilities. 

Q.  Now,  with  regard  to  Peoples  Natural  Gas  Company 
and  Manufacturers  Light  &  Heat  Company,  isn’t  it  a  fact 
that  each  [3288]  of  those  companies  likewise  pays  rent 
for  certain  space  in  which  Customers  Accounting  and  Col¬ 
lecting  offices  are  maintained? 

Mr.  Hackney:  May  we  adjourn  now,  and  the  witness  can 
check  this  source? 


[Luncheon  recess.] 
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[3289]  By  Mr.  Guttmann: 

Q.  And  just  prior  to  the  luncheon  recess,  Mr.  Coffman, 
■we  had  an  unanswered  question  on  which  you  were  to  look 
up  the  information.  A.  Do  you  have  the  question? 

(The  question  was  read,  as  follows: 

“Q.  Now,  with  regard  to  Peoples  Natural  Gas  Company 
and  Manufacturers  Light  &  Heat  Company,  isn’t  it  a  fact 
that  each  of  those  companies  likewise  pays  rent  for  certain 
space  in  which  customers’  accounting  and  collecting  offices 
are  maintained?”) 

A.  I  think  each  of  these  two  companies  do  have  certain 
outside  office  rentals,  but  in  regard  to  the  amount  of  rent 
and  the  account  to  which  it  is  charged,  I  can’t  tell  exactly 
[3290]  about  that. 

In  the  case  of  Equitable,  the  amount  that  is  charged 
for  all  rent  is  shown  separately,  and  I  merely  earmarked 
the  amount  in  the  Chart  No.  13  in  Philadelphia  Company’s 
Exhibit  93.  I  cannot  from  the  figures  that  are  available, 
do  the  same  thing  with  regard  to  Peoples  and  Manufac¬ 
turers  Light  &  Heat. 

Q.  So  that  you  are  not  intending  that  rent  segment  to 
be  the  basis  of  any  comparison,  nor  are  you  intending  the 
Commission  to  assume  from  looking  at  your  chart  as  it 
there  appears,  that  there  is  no  rent  in  the  items  for  Natural 
Gas  Company  and/or  Manufacturers  Light  &  Heat  Com¬ 
pany?  A.  No.  What  I  am  saying  is  that,  in  the  cus¬ 
tomers  accounting  and  collecting,  so  far  as  Equitable  Gas 
Company  is  concerned,  there  is  a  rent  charge  of  substantial 
amount  which  I  earmarked  and  is  included  in  the  total 
customers  accounting  and  collecting  expenses.  Manufac¬ 
turers  Light  &  Heat  Company  and  Peoples  Natural  Gas 
Company  also  have  rent  charges,  but  they  are  not  broken 
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down  as  to  a  particular  account  and  therefore  I  could  not 
so  earmark  them. 

Q.  From  vrhat  source  did  you  obtain  your  data  on  the 
rents  so  far  as  Equitable  Gas  was  concerned?  A.  From 
the1  various  reports  of  the  Pennsylvania  Public  Service 
Commission. 

The  Examiner:  And  what  was  the  line,  or  item  number? 

The  Witness:  The  line  number  was  48  and  the  opera¬ 
tions  num-  [3291]  ber,  Account  Number  784. 

The  Examiner:  784? 

The  Witness:  784,  Section  4,  dealing  with  Customers 
Accounting  and  Collecting  Expenses. 

The  Examiner:  Now,  the  similar  line  or  item  number  on 
the  reports  of  Peoples  and  Manufacturers  are  blank? 

The  Witness:  No,  sir ;  but  the  item,  referring  now  to  the 
year  1945,  for  Peoples  Natural  Gas  Company,  was  only 
5,000,  which,  to  the  total  was  so  small  that  I  couldn’t  ear¬ 
mark  it  on  the  chart,  and  in  the  case  of  the  Manufacturers 
Light  &  Heat  Company  for  1945  the  rent  amount  so  shown 
in  Customers  Accounting  and  Collecting  Expenses  was 
$5,170  out  of  a  total  of  $619,000,  again  so  small  to  the  total 
that  I  couldn’t  earmark  it,  and  in  connection  with  these 
reports,  the  line  number  is  not  necessarily  the  same  on  the 
rent  item. 

The  Examiner:  But  the  account  number  is  the  same? 

The  Witness:  But  the  account  number  is  the  same. 

By  Mr.  Guttmann: 

Q.  Now,  as  to  sales  promotion  expenses,  as  shown  on 
Chart  13,  it  is  again  true,  as  it  was  admitted  by  you  to 
be  true  in  the  case  of  sales  promotion  expenses  related  to 
Duquesne,  that  this  is  a  governable  item  of  expense,  is  that 
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not  so?  A.  Yes.  I  stated  that  the  sales  promotion 
expenses  were  a  matter  of  decision  of  management,  and 
came  within  management  policy. 

[3292]  Q.  Xow,  so  far  as  your  Customers’  Accounting 
and  Collecting  data  is  concerned,  Mr.  Coffman,  for  the  three 
companies  that  you  chose  to  use  for  the  basis  of  comparison, 
why  did  you  work  out  a  ratio  of  operating  expenses,  cus¬ 
tomers’  accounting  and  collecting  expenses  in  cents  per  Mcf 
sold  rather  than  in  relation  to  the  number  of  customers? 
A.  Well,  I  thought  that  was  the  more  significant  ratio  to 
use. 

Q.  Yet,  in  connection  with  your  exhibits  on  the  electric 
companies,  you  worked  out  that  data  on  a  customer  basis, 
didn’t  you?  A.  In  that  case,  but  as  I  explained  this 
morning  that  was  because  I  was  following  throughout  the 
ratio  comparisons  made  by  the  Federal  Power  Commission, 
with  no  alteration. 

Q.  So  that  you  don’t  believe  that  a  customer  basis  is 
realistic  or  significant,  is  that  it?  A.  No,  I  am  not  say¬ 
ing  that.  My  answer  I  think  I  have  already  given,  that  the 
Federal  Power  Commission  used  certain  ratios,  and  I 
neither  elaborated  nor  contracted  from  the  ratios  so  pub¬ 
lished. 

Q.  I  am  referring  now  specifically  to  your  utilization 
of  an  Mcf  ratio  basis  on  93.  After  all,  Mr.  Coffman,  the 
Customers’  Accounting  and  Collecting  costs  do  not  vary  on 
a  volumetric  basis,  do  they?  A.  No,  not  particularly. 

[3293]  Q.  Isn’t  it  true  that  they  have  a  greater  degree 
of  relationship  to  number  of  customers  than  they  do  to 
volume  of  gas  sold?  A.  Well,  generally,  I  would  think 
that  was  the  case. 

Q.  Now,  taking  the  very  first  box  on  Chart  marked  13, 
Production,  transmission  and  distribution  expense,  and 
your  comparison  between  the  three  companies  designated 


2076a  Testimony — Paul  B.  Coffman — Cross. 

on  that  chart,  isn’t  it  a  fact,  Mr.  Coffman,  that  both  Peoples 
Natural  Gas  Company,  and  Manufacturers  Light  &  Heat 
Company  serve  other  areas  than  the  Pittsburgh  area, 
wherein  Equitable  Gas  Company  renders  its  service !  A. 
Yes,  they  serve  some  other  parts  of  Pennsylvania. 

Q.  What  other  parts  of  Pennsylvania  do  they  serve! 
A.  Well,  it  is,  say,  the  western  part  of  Pennsylvania. 

Q.  Isn’t  it  true  that  Manufacturers  Light  &  Heat  Com¬ 
pany  also  serves  West  Virginia!  A.  Yes.  I  think  they 
do  have  some  service  there. 

Q.  And  Manufacturers  also  serves  some  parts  of  Ohio, 
does  it  not?  A.  I  believe  it  does. 

Q.  So  that  there  would  definitely  be  a  difference  in  the 
transmission  and  distribution  expenses  of  those  companies 
as  against  Equitable  isn’t  that  so!  A.  Well,  there  would 
be  some,  but,  as  I  recall  it,  the  predominant  service  is  in 
the  Pittsburgh  area. 

[3294]  Q.  Can  you  tell  us  how  many  miles  of  distribu¬ 
tion  lines  Peoples  Natural  Gas  Company  and  Manufac¬ 
turers  Light  &  Heat  Company  have  in  Pittsburgh,  and  also 
how  many  miles  of  distribution  lines  those  two  companies 
have  outside  of  the  Pittsburgh  area! 

Mr.  Hackney:  For  what  year,  Mr.  Guttmann! 

Mr.  Guttmann:  1945  will  do. 

The.  TF it wess:  No  sir;  I  cannot  give  you  those  figures. 
By  Mr.  Guttmann: 

Q.  Now,  again  looking  back  at  Chart  No.  13,  Mr.  Coff¬ 
man,  this  time  at  the  box  designated  “Administrative  and 
General’’  when  you  prepared  the  exhibit  and  were  making 
your  preparatory  studies,  did  it  not  appear  peculiar  to 
you  that  where  two  of  your  three  things  involved  in  your 
study  showed  practically  the  same  percentage  ratios  in 
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Administrative  and  General,  that  the  third  was  obviously 
way  out  of  line  and  must  therefore  contain  some  abnor¬ 
mality?  A.  Well,  there  is  no  question  but  what  the  bar 
representing  the  administrative  and  general  expenses  for 
Peoples  Natural  Gas  Company  was  higher  than  that  for 
the  other  two  and  therefore  indicated  that  there  may  have 
been  some  items  in  that  classification  that  caused  that  bar 
to  be  higher,  or  the  dollar  amount  to  be  higher. 

Q.  And  the  extent  to  which  that  bar  appeared  to  be 
higher  would  actually  indicate  an  abnormality  existing 
in  there,  would  [3295]  it  not?  A.  Well,  I  wouldn’t 
want  to  say  an  abnormality.  It  might  have  meant  a  classi¬ 
fication  on  one  basis  as  against  the  other  two.  What  was 
more  interesting  to  me  was  the  total,  in  which  the  abnor¬ 
malities  didn’t  show  up. 

In  other  words,  taking  the  total  amount,  the  companies 
were  running  in  line. 

Q.  And  that  total  amount  includes  the  abnormalities, 
however,  doesn’t  it?  A.  Well,  wherever  they  may  exist. 
There  may  be  an  under-statement  in  one  case  and  an  over¬ 
statement  in  another,  for  the  same  company,  but  when  you 
take  all  of  the  expenses  together,  there  is  no  abnormality. 

Q.  Can  you  tell  us  in  what  particular  segment  of  ad¬ 
ministrative  and  general  expenses  the  abnormal  item  or 
items  affecting  Peoples  Natural  Gas  Company  for  the  year 
1945  appeared?  A.  Well,  it  would  appear  to  be  in  the 
item  of  pensions. 

The  Examiner:  How  big  an  item  is  the  pension  for 
Peoples  for  the  year  1945? 

The  Witness:  Well,  the  item  for  1945  in  the  case  of 
Peoples  is  $830,106. 

The  Examiner:  That  was  the  year  it  was  installed.  I 
sat  on  the  case. 
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By  Mr.  Guttmann: 

Q.  How  about  the  item  of  Employees’  Welfare  expense 
for  [3296]  that  year?  Is  not  that  also  abnormal?  A. 
Employees’  welfare  expenses  were  $473,993  and  that  item 
appears  higher  for  Peoples  than  the  other  two. 

Q.  Do  you  know  why  that  is,  or  is  it  for  the  same 
reason?  A.  Well,  I  am  not  sure  at  the  moment. 

Q.  Do  any  of  the  years  1941  to  1944  disclose  any  ab¬ 
normalities  in  either  pensions  or  employees’  welfare  ex¬ 
pense  so  far  as  Peoples  Gas  was  concerned?  A.  No,  I 
wouldn’t  say  that  it  did  for  1944. 

Q.  From  1941  to  1944.  A.  In  1941  to  1944? 

Q.  Eight,  sir.  A.  Well,  in  the  year  ended  December, 
1941,  the  figures  were  higher  for  pensions  than  some  of  the 
intervening  years. 

Q.  Do  you  know  why  that  was? 

The  Examiner:  I  think  in  the  prior  years  from  1941, 
and  prior  thereto,  that  the  Peoples  was  a  part  of  the  pen¬ 
sion  fund  of  the  Standard  Oil  of  New  Jersey  and  in  1945, 
after  the  order  of  the  Commission  divorcing  them,  it  became 
a  separate  company,  and  they  made  an  additional  deposit. 

By  Mr.  Guttmann: 

Q.  Do  you  accept  that  as  your  answer,  Mr.  Coffman? 
A.  I  can’t  answer  at  the  moment.  I  would  have  to  check  it. 

The  Examiner:  The  Commission  went  into  it  very  fully, 
as  [3297]  I  remember  it. 

The  Witness:  In  the  year  ended  December  31,  1943,  the 
figure  was  also  fairly  high,  and  the  same  is  true  in  the 
year  ended  1944. 
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By  Mr.  Guttmann: 

Q.  Turning  next,  Mr.  Coffman,  to  Chart  14,  where  you 
treat  with  annual  depreciation,  referring  to  Equitable  Gas 
Company,  are  you  including  depreciation  on  rented  prop¬ 
erty?  A.  Yes,  I  am. 

Q.  And  where  you  relate  annual  depreciation  to  utility 
plant,  have  you  included  the  rented  property  in  the  utility 
plant?  A.  Yes,  I  have. 

Q.  Does  your  study  reflect  the  effect  of  the  new  depre¬ 
ciation  appropriation  provision  resulting  from  the  litiga¬ 
tion  in  the  courts  of  Pennsylvania  affecting  Equitable  Gas 
Company? 

Mr.  Hackney:  You  mean  the  litigation  just  concluded? 

Mr.  Guttmann:  That  is  right.  The  rate  case  recently 
concluded. 

The  Witness:  I  am  not  sure  that  it  does.  I  would  have 
to  check  that. 

By  Mr.  Guttmann: 

Q.  Where  you  are  referring  to  utility  plant  of  Equitable 
Gas  Company,  is  that  plant  at  original  cost?  A.  I  am 
not  certain  of  that  at  the  moment. 

[3298]  Q.  How  about  the  other  two  companies?  A. 
I  can’t  answer  for  those. 

The  Examiner:  Can  you  give  us  the  utility  plant  in  the 
three  companies,  for  the  year  1945  that  you  took? 

The  Witness:  Yes,  sir. 

The  Examiner:  Supposing  you  do  it? 

The  Witness:  For  1945,  the  total  utility  plant  for  the 
Peoples  Natural  Gas  Company  was  $47,928,604.72,  which  is 
the  figure  contained  in  the  report  to  the  Public  Utility  Com¬ 
mission  of  Pennsylvania. 
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Mr.  Hackney:  For  which  year? 

The  Witness:  For  1945. 

That  figure  is  wrong.  The  figure  I  used  was  the  balance 
at  the  end  of  the  year,  which  is  $51,168,659.26. 

By  Mr.  Guttmann: 

Q.  Is  that  just  depreciable  plant?  A.  That  is  the 
total  utility  plant. 

Q.  Is  that  just  depreciable  plant  or  is  that  total  utility 
plant?  A.  That  is  total  utility  plant. 

Q.  Including  non-depreeiable  items  ?  A.  I  think  that 
is  the  depreciable  plant. 

Q.  Are  you  sure  whether  it  is  or  not?  A.  I  believe 
that  it  is. 

Q.  Does  it  include  production  system  property? 

[3299]  A.  Yes,  I  believe  that  it  does. 

Q.  WTiat  are  the  items  that  make  up  production  system 
property,  Mr.  Coffman?  A.  I  don’t  believe  those  items 
are  shown  in  these  reports. 

Q.  Does  that  figure  that  you  gave  us  include  land? 
A.  I  am  not  certain  of  that  at  the  moment. 

Q.  What  would  you  consider  to  be  non-depreciable 
property,  Mr.  Coffman?  A.  Well,  of  course,  the  land  is 
not  depreciable. 

Q.  WTiat  else?  A.  Well,  most  of  the  other  physical 
assets  would  be. 

Q.  How  about  right-of-way?  A.  Well,  right-of-way 
pertains  to  land.  That  is  not  depreciable. 

Q.  It  is  a  different  account,  isn’t  it?  A.  Yes,  that 
is  correct. 
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Q.  Is  that  included  in  your  total  figure?  A.  Well, 
I  can’t  be  sure,  because  in  these  reports  there  is  no  break¬ 
down  of  the  particular  utility  plant  account  into  the  in¬ 
dividual  items. 

Q.  Are  you  familiar  with  the  Uniform  Classification  of 
Accounts  of  the  NARUC?  A.  Well,  generally. 

Q.  Has  that  Uniform  Classification  of  Accounts  been 
adopted  by  the  Pennsylvania  Commission?  [3300]  A. 
Well,  my  impression  is  that  it  has  been.  I  am  not  certain. 

Q.  Do  you  know  under  that  Uniform  Classification  of 
Accounts,  whether  or  not  land,  rights-of-way  and  other 
items  of  non-depreciable  property  are  includable  in  utility 
plant?  A.  May  I  see  a  copy  of  the  Uniform  System? 

Q.  I  don’t  have  one  here,  Mr.  Coffman.  A.  I  don’t 
either,  so  I  can’t  tell  you  right  offhand,  without  looking  at  it. 

Q.  Have  you  included  in  utility  plant,  leaseholds?  A. 
Well,  as  I  have  stated  before,  I  have  included  in  that 
classification  the  item  in  dollars  which  is  shown  in  the 
report  of  the  Pennsylvania  Commission. 

Q.  So  that  you  do  not  know  actually  what  that  represents, 
whether  that  represents  depreciable  plant  or  otherwise? 
A.  I  cannot  say  as  to  the  individual  items,  because  the  re¬ 
port  does  not  contain  a  breakdown. 

Q.  Did  you  examine  the  reports  filed  by  the  Federal 
Power  Commission  as  to  those  items,  to  ascertain  whether 
that  would  show?  A.  Well,  I  don’t  have  a  copy  of  those 
here  this  afternoon.  I  don’t  recall  at  the  moment. 

Q.  Did  you  utilize  the  Federal  Power  Commission  re¬ 
ports  in  connection  with  your  Exhibit  93  at  all?  A.  I 
used  just  the  Pennsylvania  Utility  Commission  [3301] 
figures. 

Q.  Turning  next  to  your  Exhibit  marked  P-94,  Mr. 
Coffman,  you  indicate  on  Chart  15  that  which  you  call 
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Plant  Investment  per  Dollar  of  Revenue,  and  for  Equitable 
Gas  Company  in  the  first  box  you  show  a  black  bar  topped 
with  a  shaded  bar,  the  black  portion  representing  leased 
plant,  the  shaded  portion  owned  plant,  is  that  not  right? 
A.  Yes,  that  is  correct. 

Q.  And  turning  to  your  tables  supporting  that  chart, 
it  appears  that  you  have  computed  for  Equitable  Gas  Com¬ 
pany  Plant  Investment  per  Dollar  of  Revenue  separately 
on  owned  and  on  leased  plant. 

Xow,  in  computing  plant  investment  per  dollar  of  rev¬ 
enue  on  owned  plant,  what  did  you  take?  Total  revenues? 
A.  Well,  from  the  figure  as  shown  it  is  evident  that  I  didn’t 
use  the  operating  revenue  total. 

Q.  What  did  you  use?  A.  Yes,  that  is  what  I  did. 
I  divided  the  operating  revenues  by  the  amount  of  utility 
plant  owned  and  by  the  leased  plant,  to  get  the  two  per 
cents  which  are  shown  in  the  last  columns. 

Q.  What  significance  do  you  attach  to  such  a  separation 
as  between  owned  and  leased  plants,  for  the  purpose  of 
your  study?  A.  Well,  I  didn’t  attach  any  significance 
particularly  to  them,  as  indicated  by  the  chart  in  Philadel¬ 
phia  Exhibit  94,  [3302]  wherein  I  show  the  per  cent,  or, 
rather,  the  plant  investment  per  dollar  of  revenue  on  totals, 
because  the  leased  plant  was  treated  along  with  the  owned 
plant. 

Mr.  Guttmann:  At  this  point,  if  your  Honor  please,  on 
the  basis  of  the  cross-examination,  I  would  move  to  strike 
Exhibits  92,  93  and  94  from  the  record  on  the  ground  that 
it  now  appears  that  they  are  irrelevant,  incompetent  and 
immaterial,  that  the  comparison  purportedly  made  therein 
does  not  show  a  fair  or  a  reasonable  sampling,  that  it  is 
hand-picked,  that  the  witness  is  unable  to  explain  the  back¬ 
ground  of  his  study,  and  that  the  exhibits  would  add  abso¬ 
lutely  nothing  of  any  value  whatsoever  to  this  record. 
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Mr.  Hackney:  If  the  Examiner  pleases,  we  think  it  is 
very  clear  that  if  any  comparison  is  relevant,  it  is  the  com¬ 
parison  of  Equitable  Gas  Company  with  the  two  other 
companies  here  in  question.  They  raised  the  question 
about  comparability  as  to  the  electric  companies,  and  your 
Honor  said  that  as  to  those,  it  would  have  been  better  had 
we  gotten  companies  in  the  same  vicinity,  the  same  terri¬ 
tory.  We  have  two  other  companies  right  in  the  same 
territory.  We  have  three  companies  operating  and  com¬ 
peting  in  the  same  general  area,  the  Tri-State  area.  What 
closer  can  you  want  than  that  comparison  right  there? 

You  have  again  three  companies,  each  of  which  is  a 
natural  gas  company  with  no  manufactured  gas  involved 
in  the  least,  selling  the  same  identical  commodity,  with 
some  little  variation  [3303]  in  the  B.T.U.  content. 

In  the  next  place,  you  have  three  companies  in  the  same 
area,  serving  natural  gas  and  serving  the  same  general  type 
of  customers,  residential,  industrial  and  commercial. 

In  the  next  place,  you  have  three  companies  which  are 
subject,  at  least  to  the  major  extent,  to  the  same  regulatory 
jurisdiction,  which  controls  the  rates  and  which  controls 
their  method  of  accounting,  their  system  of  accounting,  and 
in  a  large  part  this  testimony  is  based  upon  that  same 
method  of  accounting  prescribed  by  the  Pennsylvania  Com¬ 
mission. 

In  the  next  place,  you  have  three  companies  that  have 
the  same  opportunity  to  get  the  gas.  They  have  the  same 
situation,  they  are  the  same  distance  away  from  the  sources 
of  supply,  each  one  of  them.  What  more  could  we  want? 
They  have  the  same  opportunity  to  get  the  gas,  each  one 
of  them,  from  the  identical  fields  that  any  of  the  others  can 
get  gas. 

Aside  from  the  question  of  comparability,  I  am  very 
much  surprised  to  hear  the  Commission  staff  raise  the 
question  at  this  time,  because  they  opened  the  door  them- 
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selves,  in  their  prior  cross-examination,  of  other  witnesses, 
as  to  comparability  between  the  Equitable  Gas  Company, 
Peoples  Natural  Gas  Company  and  Manufacturers  Light 
&  Heat  Company. 

Your  Honor  will  remember  how  frequently  Mr.  Gutt- 
mann  referred,  for  example,  to  the  witness  Hartt — “Why 
didn’t  you  compare  Equitable  with  the  other  two  companies 
serving  Pittsburgh?” 

[3304]  And  that  is  exactly  what  we  have  done  here. 
They  have  opened  the  door  by  their  line  of  cross-examina¬ 
tion,  and  we  think  it  is  clear  that  this  evidence  is  admissible, 
these  exhibits  are  proper,  and  that  they  are  on  a  com¬ 
parable  basis. 

The  Examiner:  I  will  deny  the  motion  to  strike  Exhibits 
92,  93  and  94.  You  may  have  an  exception. 

Mr.  Guttmann:  Exception. 

No  further  questions. 

Mr.  Hackney:  If  the  Examiner  pleases,  may  we  reserve 
the  right  to  call  this  witness  for  redirect  tomorrow  morning, 
and  at  this  time  can  we  have  a  five  minute  recess  so  we 
can  get  our  next  witness? 

[Recess,  followed  by  further  cross-examination  by  Com¬ 
mission  counsel  of  the  expert  witness  produced  by  Phila¬ 
delphia  Company  as  to  the  financial  policy  followed  since 
1935,  with  reference  to  the  refunding  of  the  publicly-held 
securities  of  Philadelphia  Company  and  Duquesne  Light 
Company;  overnight  adjournment,  further  discussion  as 
to  the  production  and  identification  of  Philadelphia  Ex.  40 ; 
followed  by  redirect  and  recross  examination  of  the  same 
witnesses.] 

[3349]  Mr.  Hackney:  The  staff  has  indicated  that  it 
desired  further  cross-examination  of  Mr.  Fleger,  and  can 
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the  record  show  that  he  is  now  produced  for  such  further 
cross-examination  ? 

The  Examiner:  Very  well. 

Mr.  Hackney:  First  I  believe  you  have  some  additional 
data  which  was  asked  by  the  staff  on  cross-examination,  Mr. 
Fleger. 

The  Witness:  Yes,  I  have. 

Cross-examination: 

By  Mr.  Hackney: 

Q.  Will  you  be  good  enough  to  give  that  information 
to  the  staff?  A.  At  transcript  Page  528,  Mr.  Guttmann 
asked  for  a  breakdown  of  the  item  in  the  amount  of 
$201,884.57  entitled  “Indebtedness  to  Affiliated  Com¬ 
panies,”  appearing  on  Page  2  of  [3350]  Philadelphia  Ex¬ 
hibit  No.  6.  That  item  consists  primarily  of  two  amounts, 
one,  $74,621.11  of  annuity  withdrawals.  That  is  a  refund 
received  from  the  Equitable  Life  Assurance  Society  when 
certain  minors  of  the  Duquesne  Light  Company  withdraw 
from  the  annuity  plan.  The  other  amount  consists  of  im¬ 
provements  to  Philadelphia  Company  property  in  the 
amount  of  $114,249.30. 

At  page  2580  of  the  transcript,  the  Examiner  requested 
that  I  produce  a  copy  of  the  latest  order  of  the  Federal 
Power  Commission  in  connection  with  the  allocation  of 
Big  Inch  Pipe  Line  Gas.  That  is  the  order  of  June  12, 1947, 
which  is  referred  to  by  the  Examiner  at  the  page  of  the 
transcript  that  I  mentioned. 

Mr.  Guttmann:  Thank  you. 

Mr.  Hackney:  Does  the  Examiner  wish  that  offered  in 
evidence  ? 

The  Examiner:  I  think  it  should  be  in. 
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Mr.  Hackney:  Please  mark  this  as  Philadelphia  111. 

Mr.  Hackney:  I  now  offer  in  evidence  Philadelphia  Ex- 
hibt  111. 

,1/r.  Guttmann:  No  objection. 

The  Examiner :  It  will  come  in. 

[3351]  The  Witness:  At  page  2592  of  the  transcript, 
Mr.  Guttmann  asked  whether  the  Cheswiek  and  Harmer 
Railroad  Company  had  paid  any  dividends  prior  to  the 
acquisition  of  its  stock  by  Philadelphia  Company,  which 
I  had  testified  to  at  that  session  of  the  hearings.  The  only 
dividend  paid  by  the  Cheswiek  and  Harmer  Railroad  Com¬ 
pany  prior  to  the  acquisition  of  its  stock  by  the  Philadel¬ 
phia  Company  was  paid  on  June  23,  1924,  which  was  the 
year  of  the  acquisition  of  the  stock  by  Philadelphia  Com¬ 
pany.  That  dividend  was  a  6  per  cent  dividend  and 
amounted  to  $3000. 

At  page  2604  of  the  transcript,  referring  to  Page  3  of 
Philadelphia  Exhibit  6,  wherein  the  figure  of  $315,000  is 
shown  as  a  tax  accrual  per  books  for  Federal  income  taxes 
for  the  year  1946,  Mr.  Guttmann  asked  for  the  corresponding 
figure  that  would  reflect  per  return  for  1946.  The  1946 
return  has  not  been  filed.  Therefore,  the  figure  requested 
is  not  available. 

At  page  2596  of  the  transcript,  Mr.  Guttmann  asked  for 
any  breakdown  showing  the  basis  upon  which  the  con¬ 
struction  figures  used  in  the  cash  flow  statements  which  I 
introduced  at  that  time  were  arrived  at.  I  have,  and  am 
turning  over  to  Mr.  Guttmann,  in  that  connection  two 
statements.  One  is  a  statement  entitled  “Proposed  Pro¬ 
gram  from  System  Improvement  showing  estimated  ap¬ 
propriations  by  years  1947  to  1951,  inclusive,  prepared  by 
the  Planning  and  Development  Department,  Planning  Di¬ 
vision,  of  the  Duquesne  Light  Company,”  and  dated  [3352] 
February  4,  1947,  and  which  describes  the  construction 


Testimony — Philip  A.  Fleger — Cross.  2087a 

program  during  that  period  by  project ;  the  other  statement 
being  a  statement  entitled  “Duquesne  Light  Company — 
Estimated  Schedules  of  Appropriations  and  Cash  Ex¬ 
penditures  for  System  Improvement,”  dated  December 
26,  1946,  and  which  was  the  preliminary  schedule  upon 
which  the  official  construction  program  set  forth  in  the  first 
of  these  two  schedules  was  subsequently  based.  This  latter 
schedule  of  December  26,  1946,  is,  I  believe,  the  schedule  of 
construction  which  Mr.  Guttmann  referred  to  in  his  cross- 
examination  of  me  as  having  been  shown  to  the  staff  when 
they  were  making  an  examination  in  Pittsburgh  in  con¬ 
nection  with  their  preparation  for  the  hearings  in  this  pro¬ 
ceeding.  I  believe  the  schedule  was  shown  to  the  staff  at 
that  time  by  Mr.  McCance,  president  of  Duquesne  Light 
Company. 

As  an  examination  of  the  two  schedules  will  show,  the 
expenditures  for  construction  during  each  of  the  five  years 
1947  through  1951  are  identical  by  year.  Furthermore,  as 
these  two  statements  show  on  their  face,  the  total  expendi¬ 
tures  contemplated  for  the  five-year  period  amounts  to 
$56,040,000,  which  is  $2,002,000  less  than  the  amount  shown 
for  construction  expenditures  in  the  cash  flow  statement 
referred  to  by  Mr.  Guttmann,  the  difference  being  accounted 
for  by  the  value  of  reusable  material  in  that  amount. 

Mr.  Hackney:  Can  the  record  show  we  have  supplied 
the  information  to  the  Commission  staff? 

[3353]  The  Examiner:  The  record  will  so  show. 

Mr.  Hackney:  Do  you  admit  receipt? 

Mr.  Guttmann:  I  certainly  do,  sir. 

The  Witness:  At  page  2591  of  the  transcript,  in  con¬ 
nection  with  my  testimony  concerning  the  so-called  Man¬ 
chester  property,  Mr.  Guttmann  asked  if  I  would  obtain 
the  prices  at  which  the  various  parcels  comprising  that 
property  were  purchased  by  Equitable  Real  Estate  Com- 
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panv  and  the  prices  at  which  the  parcels  were  sold  by 
Equitable  Real  Estate  Company  to  the  Duquesne  Light 
Company  and  others. 

The  Manchester  property  as  it  was  originally  consti¬ 
tuted  was  purchased  by  the  Equitable  Real  Estate  Com¬ 
pany  from  the  American  Locomotive  Company  by  a  deed 
dated  May  19,  1924,  at  a  price  of  $1,400,000.  The  property 
at  that  time  consisted  of  four  parcels,  of  which  the  larger 
consisted  of  a  tract  of  land  fronting  on  Beaver  Avenue 
and  Seymour  Avenue.  The  second  of  the  four  parcels 
had  a  frontage  on  Preble  Avenue  and  the  remaining  two 
parcels  fronted  on  Metropolitan  Street,  Seymour  Avenue 
and  Magnolia  Street,  and  the  other  fronted  on  Magnolia 
Street,  Seymour  Avenue  and  Preble  Avenue. 

Immediately  prior  to  the  purchase  of  this  property  by 
the  Equitable  Real  Estate  Company,  the  American  Loco¬ 
motive  Company  had  had  the  property  on  the  market  for 
sale  for  more  than  a  ten-year  period,  with  asking  prices 
ranging  from  $1,750,000  to  $2,000,000.  Shortly  after  the 
property  was  acquired  by  the  [3354]  Real  Estate  Com¬ 
pany,  a  portion  of  the  second  parcel  that  I  mentioned  was 
sold  to  the  M.  B.  Suvdam  Company  by  deed  dated  August 
27, 1924,  for  $106,316.S0  and  a  portion  of  the  larger  or  first 
parcel  was  sold  by  deed  dated  January  2, 1925,  to  the  Pitts¬ 
burgh  Allegheny  Manchester  Traction  Company,  which  is 
an  underlier  company  in  the  Pittsburgh  Railways  system. 
In  fact,  the  stock  of  the  Pittsburgh  Allegheny  Manchester 
Traction  Company  is,  I  believe,  and  was  then,  owned  by 
the  United  Traction  Company  of  Pittsburgh,  and  I  believe 
it  is  pledged  as  security  under  the  mortgage  of  that  com¬ 
pany  to  the  Maryland  Trust  Company,  trustee. 

On  March  29,  Equitable  Real  Estate  Company  con¬ 
veyed  two  parcels  to  the  Duquesne  Light  Company,  each 
about  80  feet  by  120  feet,  fronting  on  Seymour  Avenue 
between  Magnolia  Street  and  Preble  Avenue.  The  pur¬ 
chase  price  for  this  tract  was  $215,000. 
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After  the  survey  of  the  property  that  was  made  in  1927, 
which  I  mentioned  in  my  prior  testimony  concerning  this 
property,  and  which  disclosed  that  the  property  was  being 
used  almost  entirely  by  Duquesne  Light  Company,  the  re¬ 
maining  portion  of  the  Manchester  property  after  the  sales 
to  Duquesne  Light,  Pittsburgh  Allegheny  Manchester 
Traction  Company  and  the  American  Locomotive  Com¬ 
pany  which  I  have  mentioned  were  sold  to  the  Duquesne 
Light  Company  for  $1,500,000  and  there  was  conveyed 
simultaneously  as  a  part  of  the  purchase  various  property 
con-  [3355]  sisting  of  equipment  of  various  types,  which 
were  sold  for  a  consideration  of  $60,000,  making  the  total 
consideration  $1,560,000. 

At  the  time  of  this  latter  purchase,  Duquesne  Light 
Company  considered  the  cost  to  be  at  the  rate  of  about 
$2  per  square  foot  for  the  usable  area,  or  at  the  rate 
of  about  $1.45  per  square  foot  for  the  entire  net  area  con¬ 
veyed,  although  the  deed  included  portions  of  the  sur¬ 
rounding  streets,  making  the  conveyed  area  considerably 
greater  than  the  net  area  available  for  use. 

Real  estate  sales  in  this  vicinity,  that  is,  the  vicinity  of 
the  Manchester  property,  were  made  between  1920  and 
1929,  at  rates  from  $2  to  $5  per  square  foot  for  land  similar 
in  type  to  that  acquired  by  the  Duquesne  Light  Company 
from  the  Equitable  Real  Estate  Company. 

In  1927,  when  Duquesne  Light  Company  purchased  the 
larger  parcel  that  I  have  mentioned,  it  was  paying  a  net 
rental  of  approximately  $127,500  per  annum,  and  after  the 
acquisition  of  the  larger  parcel  it  received  rents  from  other 
occupants  aggregating  about  $6500  per  year. 

At  page  2615  of  the  transcript  Mr.  Guttmann,  referring 
to  certain  traffic  counts  which  I  testified  were  made  in  con¬ 
nection  with  the  allocation  of  expenses  and  salaries  of  the 
telephone  department  between  the  various  companies  in 
the  Philadelphia  Company  group,  inquired  whether  those 
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counts  were  just  a  spot  check  or  whether  they  represented 
a  constant  traffic  count. 

[3356]  The  traffic  counts  that  I  referred  to  are  made 
over  24-hour  periods.  The  traffic  counts  of  the  major  com¬ 
panies,  meaning  Duquesne  Light  Company,  Equitable  Gas 
Company,  Pittsburgh  &  West  Virginia  Gas  Company  and 
the  trustees  of  Pittsburgh  Railways  Company  and  Pitts¬ 
burgh  Motor  Coach  Company,  are  made  once  a  month.  The 
traffic  counts  with  respect  to  the  traffic  of  the  remaining 
companies  are  made  on  a  24-hour  check  basis  each  quarter. 

At  page  245  of  the  transcript  the  Examiner  requested 
that  I  supply  the  average  rate  for  all  gas  sold  by  Equitable 
Gas  Company.  In  1946  the  average  rate  for  all  gas  sold 
by  the  company  was  45.43  cents  per  thousand  cubic  feet. 

At  page  269  of  the  transcript  the  Examiner  requested 
what  Manufacturers  Light  &  Heat  Company  paid  for  their 
gas  as  compared  with  the  Equitable  Gas  Company.  In  that 
connection  I  would  first  like  to  mention  that  I  have  testified 
that  whereas  Equitable  Gas  Company  paid  26.69  cents  per 
thousand  cubic  feet  for  gas  purchased  from  Pittsburgh  & 
West  Virginia  Gas  Company  in  1946,  the  Peoples  Natural 
Gas  Company  had  purchased  gas  from  the  Hope  Natural 
Gas  Company  for  2S.5  cents  per  thousand  cubic  foot.  Those 
sales  are  at  the  Pennsylvania-West  Virginia  state  line. 
However,  the  purchases  of  gas  by  Manufacturers  Light  & 
Heat  Company  from  its  affiliate,  United  Fuel  Gas  Com¬ 
pany,  which  is  Manufacturers’  principal  source  of  supply, 
are  made  in  the  State  of  West  Virginia.  In  fact,  two-  [3357] 
thirds  of  the  gas,  approximately,  is  purchased  at  Cedar- 
ville,  which  is  the  same  point  at  which  Pittsburgh  &  West 
Virginia  Gas  Company  receives  exchanged  gas  from  the 
United  Fuel  Gas  Company  in  exchange  for  the  gas  which 
Pittsburgh  &  West  Virginia  Gas  Company  purchases  from 
Kentucky  West  Virginia  Gas  Company,  and  the  other  one- 
third,  approximately,  is  purchased  at  Spencer,  West  Vir¬ 
ginia,  which  is  in  the  same  general  area  as  Cedarville  and 
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approximately  the  same  distance  from  the  City  of  Pitts¬ 
burgh.  Therefore,  the  price  which  Manufacturers  pays  for 
gas  purchased  from  United  Fuel  Gas  Company  must  be 
compared  with  the  price  paid  by  Pittsburgh  &  West 
Virginia  Gas  Company  for  gas  which  it  purchases  from 
Kentucky  West  Virginia  Gas  Company. 

In  1946  Manufacturers  Light  &  Heat  Company  bought 
29,165,595,000  cubic  feet  of  gas  from  the  United  Fuel  Gas 
Company  at  an  average  rate  of  22.5  cents.  In  the  same 
year  or  period  Pittsburgh  &  West  Virginia  Gas  Company 
purchased  23,118,169,000  cubic  feet  of  gas  from  Kentucky 
West  Virginia  Gas  Company  at  an  average  rate  of  19.488 
cents,  this  average  rate  consisting  of  a  price  of  15.644  cents 
paid  to  Kentucky  West  Virginia  Gas  Company  and  3.544 
cents  of  exchange  charges  paid  to  United  Fuel  Gas  Com¬ 
pany.  The  United  Fuel  Gas  Company’s  rate  for  gas  sold 
to  Manufacturers  Light  &  Heat  Company  and  certain  of 
the  other  companies  to  which  it  sells  gas  was  reduced  in 
October  of  1946  pursuant  to  an  order  of  the  Federal  Power 
Commission  in  a  rate  proceeding  involving  rates  of  United 
[335S]  Fuel  Gas  Company  and  certain  of  its  affiliates.  I 
therefore  checked  the  price  paid  by  Manufacturers  Light 
&  Heat  Company  for  gas  purchased  from  United  Fuel  Gas 
Company  in  1947  and  during  the  first  five  months  of  that 
year  the  average  rate  paid  by  Manufacturers  to  United 
Fuel  under  the  reduced  rates  of  the  United  Fuel  amounted 
to  21.01  cents. 

The  Examiner:  How  much  of  a  longer  haul  is  it  from 
Spencer  and  Cedarville  than  from  State  Line  to  Pittsburgh? 

The  Witness:  I  can  tell  you  that  in  just  a  minute. 

By  air  line  the  distance  from  Cedarville  to  the  Pennsyl¬ 
vania-West  Virginia  State  Line  is  between  60  and  70  miles. 
The  distance  is  substantially  greater  than  that  following 
the  course  of  the  transmission  lines  of  Pittsburgh  &  West 
Virginia  Gas  Company  and  Manufacturers  Light  &  Heat 
Company. 
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The  Examiner:  Are  there  any  compressor  stations  and 
is  the  gas  compressed  moving  from  Cedarville  and  Spencer 
to  State  Line? 

The  Witness:  There  are  a  number  of  compressor 
stations  between  those  two  points. 

[Recess.] 

The  Witness:  At  page  475  of  the  transcript  Mr.  Gutt- 
mann  asked  that  we  furnish  him  with  a  copy  of  the  agree¬ 
ment  between  Equitable  Gas  Company  and  Finleyville  Oil 
&  Gas  Company,  which  he  had  referred  to  in  his  cross- 
examination.  I  have,  and  am  [3359]  turning  over  to  Mr. 
Guttmann,  copy  of  the  agreement  between  the  two  companies 
of  December  31, 1931,  which  is  the  orginal  or  basic  contract ; 

Copy  of  the  agreement  between  the  same  companies  of 
January  28,  1933,  which  is  an  amendment  and  supplement 
to  the  original  or  basic  agreement;  and 

A  copy  of  an  agreement  dated  November  14,  1946  be¬ 
tween  the  same  companies,  the  latter  agreement  specifying 
the  rates  and  obligations  of  the  parties  with  respect  to  the 
subject  matter  of  the  original  agreement. 

During  the  term  following  the  expiration  of  the  original 
agreement  in  November  of  1946  and  in  connection  with  that 
transaction,  as  I  previously  stated  on  cross-examination 
with  reference  to  it,  I  would  like  to  call  attention  to  certain 
material  factors.  In  the  first  place,  in  1930  the  South  Hills 
Oil  &  Gas  Company  and  the  Plymouth  Oil  Company,  who 
are  in  no  way  connected  with  any  company  in  the  Phila¬ 
delphia  Company  system,  and  which  were  in  no  way  con¬ 
nected  with  any  company  in  the  Philadelphia  Company 
system  at  that  time,  or  with  any  company,  in  fact,  in  the 
Standard  Gas  and  Electric  Company  system,  owned  certain 
gas  and  oil  properties  in  Allegheny  and  Washington  counties 
which  were  located  in  very  close  proximity  to  the  properties 
being  operated  by  the  Equitable  Gas  Company.  In  addition 
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South  Hills  Oil  &  Gas  Company  and  the  Plymouth  Oil  Com¬ 
pany  were  selling  from  these  properties  gas  to  the  Mesta 
[3360]  Machine  Company,  which  is  one  of  the  large  in¬ 
dustrial  concerns  in  Pittsburgh  engaged  primarily  in  the 
manufacture  of  specialized  heavy  machinery  and  which  is 
a  substantial  user  of  natural  gas  in  its  business.  That  gas 
was  being  sold  under  a  contract  which  was  to  run  until  1938. 
As  is  pretty  generally  known,  in  1930  and  1931,  and  for 
the  period  immediately  following,  the  revenues  of  natural 
gas  companies,  including  the  Equitable  Gas  Company,  were 
at  a  very  low  ebb.  In  fact,  the  financial  position  of  the 
company,  as  well  as  a  large  segment  of  the  industry,  in 
terms  of  future  outlook  had  in  it  a  considerable  number  of 
question  marks.  The  operating  organization  of  Equitable 
Gas  Company,  and  specifically  Mr.  F.  F.  Schuer,  vice- 
president  and  general  manager,  and  Mr.  D.  P.  Hartsen, 
then  operating  manager  and  presently  vice-president  and 
general  manager  of  the  company,  recommended  the  purchase 
of  the  property  of  the  South  Hills  Oil  &  Gas  Company  and 
the  Plymouth  Oil  Company.  The  purchase  was  recommended 
for  several  important  reasons : 

In  the  first  place,  Equitable  Gas  Company  was  desirous 
of  increasing  its  market  for  the  sale  of  gas ; 

In  the  second  place,  it  was  desirous  of  securing  additional 
reserves,  preferably  in  relatively  close  proximity  to  its  dis¬ 
tribution  system; 

Thirdly,  it  wished  to  obtain  control  of  certain  wells 
owned  and  operated  by  the  South  Hills  Oil  &  Gas  Company 
and  the  Plymouth  Oil  Company  which  are  essential  to  the 
completion  of  [3361]  a  storage  pool  in  that  area  which  the 
Equitable  Gas  Company  had  under  consideration. 

Incidentally,  that  storage  pool  has  long  since  been  fully 
developed  and  has  been  for  some  years  now  utilized  for  the 
storage  of  gas,  and  two  of  the  wells  acquired  from  the  South 
Hills  Oil  &  Gas  Company  and  Plymouth  Oil  Company  make 
up  an  essential  part  of  that  storage  pool. 
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It  was  determined  that  it  was  not  either  feasible  or 
advisable  for  Equitable  Gas  Company  to  purchase  the 
property  directly.  In  the  first  place,  it  was  considered  un¬ 
desirable  to  put  any  general  mortgage  or  similar  encum¬ 
brance  on  the  property  of  the  Equitable  Gas  Company.  In 
the  second  place,  in  view  of  the  contract  between  Plymouth 
Oil  and  South  Hills  Oil  &  Gas  and  the  Mesta  Machine  Com¬ 
pany,  which,  as  I  stated,  was  not  to  expire  until  1938,  if 
Equitable  Gas  Company  had  taken  over  the  property  di¬ 
rectly  it  would  have  been  in  the  rather  anomalous  position  of 
supplying  gas  to  the  Mesta  Machine  Company  at  rates  which 
were  not  in  conformity  with  its  established  tariffs  for 
similar  industrial  customers. 

In  that  connection  the  sales  force  of  the  Equitable  Gas 
Company  had  prior  to  the  purchase  of  this  property  been 
trying  to  negotiate  with  Mesta  Machine  Company  but  were 
handicapped  since  they  did  not  own  or  control  the  property, 
for  an  arrangement  whereby  Mesta  Machine  Company 
would,  if  the  property  was  acquired  by  Equitable  Gas  Com¬ 
pany  or  one  of  its  affiliates,  [3362]  cancel  the  Mesta  Machine 
contract  and  make  a  new  contract  in  conformity  with  the  in¬ 
dustrial  tariffs  of  the  Equitable  Gas  Company,  but  that  was 
not  a  certainty  and  had  to  await  the  acquisition  of  the 
property. 

Therefore  the  Finleyville  Oil  &  Gas  Company  was  in¬ 
corporated  under  the  laws  of  Pennsylvania  on  November 
12, 1931  for  the  express  purpose  of  acquiring  the  Finleyville 
Oil  &  Gas  properties  and  with  a  view  to  making  the  entire 
supply  of  gas  from  those  properties  available  to  the  Equi¬ 
table  Gas  Company. 

Mr.  Guttmann:  Excuse  me,  Mr.  Fleger.  You  say  for 
the  express  purpose  of  acquiring  the  Finleyville  Oil  &  Gas 
property.  You  mean  the  South  Hills? 

The  Witness:  I  mean  the  South  Hills  Oil  &  Gas  property 
and  the  Plymouth  Oil  Company  property  that  I  previously 
mentioned. 
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The  company  was  incorporated  with  an  authorized 
capital  stock  of  $5,000,  of  which  only  $500  was  paid  in. 
The  five  shares  of  $100  each  were  issued  to  five  individuals 
and  were  assigned  to  Philadelphia  Company,  which  paid 
the  consideration  for  the  stock.  In  addition  the  Philadelphia 
Company  made  a  loan  to  the  Finleyville  Company  in  the 
amount  of  $350,000,  which  was  evidenced  by  a  note  bearing 
interest  at  the  rato  of  6  per  cent. 

Finleyville  purchased  the  property  for  $750,000,  raising 
the  balance  of  the  purchase  price,  or  $400,000,  by  issuing 
a  6  per  cent  mortgage  on  the  property  to  the  Colonial  Trust 
Company,  Trustee,  the  mortgage  being  the  security  for  the 
[3363]  issuance  of  400  $1,000  bonds,  25  of  which  matured 
each  year  until  the  15th  year,  in  which  the  balance  of  50 
bonds  matured  on  November  15,  1946.  In  addition  the 
trustee  required  as  security  for  the  loan  of  $400,000  a  gas 
purchase  agreement  between  Equitable  Gas  Company  and 
Finleyville  Oil  &  Gas  Company  prescribing  minimum  pay¬ 
ments  which  were  calculated  at  a  rate  which  would  guarantee 
that  the  Finleyville  Oil  &  Gas  Company  would  be  able  to 
meet  its  obligations  for  both  principal  and  interest  in  re¬ 
spect  to  the  mortgage  held  by  the  Colonial  Trust  Company. 

The  Examiner:  Were  the  notes  subordinated  to  the 
mortgage? 

The  Witness:  The  notes  necessarily  were  junior  to  the 
mortgage.  The  mortgage  was  a  prior  lien  on  not  only  the 
physical  property  of  the  Finleyville  Oil  &  Gas  Company 
but  the  purchase  agreement  between  Finleyville  and  Equi¬ 
table.  The  note  obligation  was  merely  an  unsecured 
general  obligation. 

The  original  purchase  agreement  of  December  31,  1931 
which  I  have  referred  to  was  the  agreement  that  was  re¬ 
quired  by  the  trustee  to  assure  minimum  revenues  to  Finley¬ 
ville  sufficient  to  pay  the  mortgage  obligations.  Further¬ 
more,  as  I  stated  before,  the  Equitable  Gas  Company  had 
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carried  on  discussions  with  the  Mesta  Machine  Company 
with  a  view  to  having  Mesta  Machine  Company  make  a  new 
contract  with  Equitable  Gas  Company  in  lieu  of  the  contract 
which  that  company  had  with  South  Hills  Oil  &  Gas  and 
Plymouth  Oil.  After  the  property  was  acquired  from  [3364] 
the  latter  companies  by  Finleyville,  Mesta  Machine  refused 
to  change  its  contract.  It  then  became  necessary  to  amend 
the  contract  of  December  31,  1931  to  provide  for  purchases 
of  gas  from  Finleyville  by  Equitable  on  a  basis  which  would 
enable  Finleyville  to  meet  its  other  operating  expenses  in 
addition  to  the  mortgage  obligations  that  I  have  mentioned. 
That  change  was  effected  by  the  agreement  of  January  28, 
1933. 

The  Examiner:  So  on  January — in  January  1933  Fin¬ 
leyville  had  the  Mesta  Machine  and  Equitable  as  customers  ? 

The  Witness:  That  is  right. 

The  Examiner:  No  other  customers? 

The  Witness:  That  is  right. 

The  agreement  of  December  31,  1931  specifically  pro¬ 
vided  that  after  taking  the  minimum  gas  deliveries  which 
were  calculated  to  produce  the  necessary  revenue  to 
Finleyville  to  pay  the  mortgage  obligation,  that  Equitable 
could  take  optional  gas  at  20  cents  per  thousand  cubic  foot 
to  an  extent  sufficient  to  reimburse  Finleyville  for  all  of 
its  operating  and  corporate  expense,  exclusive  of  depletion 
and  depreciation.  It  was  contemplated  that  Finleyville 
would  obtain  sufficient  revenues  from  the  minimum  gas 
purchases  to  cover  its  bookkeeping  entries  for  depletion 
and  depreciation. 

It  was  also  provided  in  the  contract - 

Mr.  Guttmann:  Doesn’t  the  contract  speak  for  itself, 
Mr.  Fleger? 

[3365]  The  Witness:  It  does,  Mr.  Guttmann,  but  I 
think  that  it  is  not  necessarily  possible  to  obtain  from  the 
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contract  itself  the  basic  objectives  sought  to  be  accom¬ 
plished  by  the  contract,  and  I  think  that  unless  there  is 
some  explanation  of  that  and  how  the  three  contracts  tie 
in  together,  that  the  record,  frankly,  would  not  be  complete. 

Mr.  Guttmann:  All  right. 

The  Witness:  It  was  also  provided  in  the  gas  purchase 
agreement  that  so  long  as  Equitable  paid  for  all  minimum 
gas  and  optional  gas  it  could  take  excess  gas  without  any 
payment  whatever.  In  other  words,  the  intent  of  the  agree¬ 
ment,  which  was  for  a  term  of  15  years,  was  to  allow 
Equitable  to  take  gas  from  the  property  during  that  period 
with  practically  as  much  flexibility  as  though  Equitable 
itself  owned  the  property.  It  was,  of  course,  assumed  that 
the  physical  limitations  on  the  rate  of  production  from  the 
properties’  wells  would  still  leave  such  gas  reserves  in 
the  ground  at  the  end  of  15  years  as  would,  together  with 
the  pipe  lines  and  the  other  equipment,  afford  sufficient 
resources  to  Finleyville  to  pay  off  the  $350,000  loan  which 
had  been  made  to  it  by  Philadelphia  Company. 

Mr.  Guttmann:  Was  that  expressed  in  the  contract, 
Mr.  Fleger? 

The  Witness:  It  is  not  specifically  set  forth  in  the  con¬ 
tract,  and  that  is  one  of  the  reasons  that  I  am  making 
this  explanation  of  the  purpose  of  the  parties  and  the 
objectives  [3366]  sought  to  be  achieved.  I  will  have  oc¬ 
casion  to  refer  to  this  phase  of  the  transaction  at  a  later 
point. 

In  addition,  of  course,  it  was  contemplated  that  at  the 
end  of  the  15-year  period  the  bonds  would  be  paid  off  by 
reason  of  the  minimum  gas  purchase  requirements,  the 
mortgage  could  be  satisfied,  and  the  property  conveyed 
to  either  Equitable  or  to  Philadelphia  Company. 

Now,  as  I  already  stated,  the  Mesta  Machine  Company 
after  the  purchase  of  the  property  refused  to  cancel 
its  agreement  with  the  South  Hills  Oil  &  Gas  Com- 
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pany  and  the  Plymouth  Oil  Company  and  the  contract  was 
amended  on  January  28,  1933.  The  revised  computation 
of  the  amount  of  gas  required  to  be  purchased  by  Equi¬ 
table  and  paid  for  by  Equitable,  whether  or  not  the  gas 
was  delivered,  contemplated  that  there  would  be  coverage 
of  a  9-cent  per  thousand  cubic  feet  depletion  and  depreci¬ 
ation  allowance.  In  addition  under  this  amendment  Equi¬ 
table  was  given  the  right  to  take  excess  gas  at  no  further 
charge  except  that  it  was  required  to  pay  in  connection 
with  such  excess  gas  purchases  nine  cents  per  thousand 
cubic  foot  to  cover  depletion  and  depreciation  of  Finley- 
ville. 

Mr.  Gut t matin:  At  this  point  I  move  to  strike  the  entire 
answer  of  Mr.  Fleger  on  the  ground  that  it  is  not  the  best 
evidence. 

The  Examiner:  I  will  deny  the  motion.  You  may  have 
an  exception. 

[3367]  Mr.  Guttrnann:  Exception. 

The  Witness:  During  the  15-year  term  of  the  contract 
between  Finleyville  and  Equitable  Finleyville  sold  and  was 
paid  for  gas  as  follows: 

Sold  to  Mesta  Machine  Company,  2,232,454  Mcf  for  an 
amount  of  $652,26S.9S,  representing  an  average  rate  per 
Mcf  of  29.21  cents ; 

It  sold  to  Equitable  Gas  Company  gas  delivered  and 
received  by  Equitable  in  the  amount  of  2,012,069  Mcf  for  an 
amount  of  $402,413.80,  representing  an  average  rate  per 
Mcf  of  20  cents  per  thousand  cubic  foot ; 

It  sold  to  Equitable  Gas  Company  gas  not  delivered  but 
paid  for,  or  prepaid  gas,  in  the  amount  of  4,311,143  Mcf,  for 
the  amount  of  $639,107.47,  representing  an  average  price  per 
Mcf  of  14.S2  cents. 

The  original  estimate  of  our  geologists  of  the  reserves 
in  the  properties  acquired  from  South  Hills  Oil  &  Gas  Com- 
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panv  and  Plymouth  Oil  Company  was  the  amount  of 
9,000,000  Mcf.  In  the  light  of  the  experience  with  the  prop¬ 
erty  during  the  15-year  term  of  the  agreement  between  the 
Finleyville  and  Equitable  the  company’s  geologists  have 
determined  that  the  balance  of  the  Finleyville  property  had 
at  the  end  of  1946  reasonably  recoverable  gas  reserves  of 
approximately  2,300,000  Mcf,  or  2,455,477  Mcf  less  than 
the  original  estimate  of  9,000,000  in  1931.  This  reduction 
in  the  estimate  was  due  [336S]  partly  to  the  elimination  of 
the  reserves  in  the  two  wells,  which,  as  I  have  previously 
stated,  have  since  been  utilized  by  Equitable  Gas  Company 
as  a  part  of  its  storage  pool,  and  it  was  due  further  to  a 
revision  in  the  estimated  minimum  economic  rock  pressure 
from  20  pounds  to  an  average  of  78  pounds  for  the  wells 
required  to  deplete  the  rest  of  the  property.  Experience  in 
operating  the  property  has  shown  that  the  sands,  except 
those  in  the  storage  wells,  are  apparently  of  very  low  per¬ 
meability  and  that  while  the  sands  may  continue  to  operate 
at  moderate  production  rate  for  some  years,  they  will  prob¬ 
ably  become  uneconomical  for  the  company  to  operate  at 
below  7S  pounds  average  rock  pressure. 

From  1932  through  1946  Equitable  Gas  Company  sold  to 
Mesta  Machine  Company,  which  it  had  acquired  as  a  cus¬ 
tomer  for  the  first  time  by  reason  of  this  transaction, 
12,048,843  Mcf  of  gas  for  the  sum  of  $3,794,492,  the  pur¬ 
chases  representing  an  average  rate  of  31.5  cents  per  Mcf. 

The  Examiner:  Was  that  the  tariff  rate? 

The  Witness:  That  is  right.  2,012,069  Mcf  were  obtained 
by  Equitable  from  Finleyville  at  20  cents  per  Mcf  and  deliv¬ 
ered  to  Mesta,  with  incremental  handling  and  administra¬ 
tive  expense  of  not  more  than  1  cent  per  thousand  cubic 
foot,  resulting  in  a  gross  profit  of  at  least  10.5  cents  per 
thousand  cubic  foot,  or  $211,267  based  upon  Mesta ’s  aver¬ 
age  rate  of  31.5  cents  per  thousand  cubic  foot.  Over 
10,036,774  Mcf  of  [3369]  gas  sold  to  Mesta  by  Equitable 
constitutes  marginal  gas  and  at  the  state  line  rate  of  26 
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cents  which  Equitable  pays  Pittsburgh  &  West  Virginia 
Gas  Company,  with  incremental  handling  and  administra¬ 
tive  expenses  of  not  more  than  1  cent  per  thousand  cubic 
foot,  these  sales  resulted  in  a  gross  profit  of  4.5  cents  per 
Mcf  or  $451,644.  Consequently,  with  approximately  $662,911 
of  marginal  gross  profit  on  sales  to  Mesta  since  1931 
Equitable  Gas  Company  has  not  lost  and  will  not  lose  any¬ 
thing  by  reason  of  this  contract  with  Finleyville  even  if 
it  never  gets  any  of  the  $639,107.47  worth  of  prepaid  gas 
which  Equitable  paid  for  hut  which  was  not  delivered  to 
Equitable  up  to  the  time  of  the  expiration  of  the  original 
contract  in  November  of  1946.  At  the  end  of  the  original 
15-year  contract  Equitable  had  the  option  to  buy  the  Fin¬ 
leyville  property  for  the  nominal  sum  of  $1,  since  the  option 
price  under  the  agreement  would  be  computed  as  follows: 

Finleyville ’s  original  purchase  price  of  $750,000,  less 
proceeds  of  sales  of  property  in  the  amount  of  $973.15,  and 
less  total  depletion  and  depreciation  allowances  at  nine  cents 
per  Mcf  in  the  amount  of  $770,009.96,  which  exceeds  the 
original  purchase  price  of  Finleyville.  In  addition  Finley¬ 
ville ’s  pipe  lines  will  have  relatively  permanent  value  to 
Equitable  in  serving  the  territory  involved.  In  fact,  it  is 
interesting  to  note  that  sales  to  consumers  of  [3370]  Equi¬ 
table  Gas  Company  along  these  lines,  other  than  Mesta, 
have  increased  for  about  $18,000  a  year  in  1940  to  about 
$40,000  a  year  in  1946,  and  the  area  gives  promise  of  further 
development. 

In  addition,  as  I  have  already  mentioned,  the  two 
storage  wells  are  of  special  long-term  use  to  Equitable  Gas 
Company. 

Now,  when  the  original  purchase  agreement  between 
Finleyville  and  Equitable  Gas  expired  on  November  13, 
1946  a  new  contract,  which  is  the  agreement  of  November 
14,  1946,  which  I  have  referred  to,  was  entered  into  under 
which  Finleyville  agreed  to  continue  at  its  own  expense 
producing  gas  from  its  existing  wells  and  delivering  that 
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gas  to  Equitable  Gas  Company  on  account  of  the  prepaid 
gas  previously  paid  for  by  Equitable  Gas  Company  but  not 
theretofore  delivered  by  Finleyville.  This  agreement,  which 
is  effective  November  14,  1946,  is  to  continue  in  force  until 
Finleyville  shall  have  delivered  to  Equitable  a  total  of 
3,175,856  Mcf  of  gas,  or  the  termination  of  the  leases  be¬ 
tween  Equitable  Gas  Company  and  Philadelphia  Company 
and  the  reorganization  of  the  gas  properties  in  the  Phila¬ 
delphia  Company  system  which  I  have  mentioned  earlier, 
whichever  period  is  shorter. 

The  Examiner:  Has  the  Philadelphia  Company  been 
paid  its  notes? 

The  Witness:  The  Philadelphia  Company  has  not  been 
paid  anything  on  account  of  the  principal  of  the  $350,000 
of  notes.  [3371]  It  has  received  no  interest  on  the  notes 
since  the  expiration  of  the  15-year  agreement  between  Fin¬ 
leyville  and  Equitable  and  at  the  present  time,  giving  con¬ 
sideration  to  the  value  of  the  property  of  Finleyville  which 
will  remain  after  it  has  discharged  its  prepaid  gas  obli¬ 
gation  to  Equitable,  will  not  be  sufficient,  by  approximately 
$100,000,  to  pay  the  $350,000  loan. 

The  Examiner:  Philadelphia,  from  the  time  the  notes 
were  given,  has  had  interest  at  6  per  cent,  from  the  time 
the  notes  were  given  by  Finleyville  up  to  what  date  ? 

The  Witness:  Until  the  expiration  of  the  contract  in 
November  of  1946. 

The  Examiner:  And  no  interest  has  been  paid  since? 

The  Witness:  That  is  right. 

The  Examiner:  How  about  the  Colonial  Trust  mortgage? 
Has  that  been  paid  off? 

The  Witness:  All  payments  due  from  Finleyville  to 
Colonial  Trust,  both  for  principal  and  interest,  were  met 


2102a  Testimony — Philip  A.  Fleger — Cross. 

as  they  matured  and  the  mortgage  has  been  entirely  paid 
off  and  discharged. 

By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  in  discussing  the  possible  gas  sold  to 
Mesta,  I  understood  you  to  say  that  you  had  computed  part 
of  the  cost  on  the  basis  of  incremental  handling.  How  do 
you  justify  considering  any  portion  of  that  gas  as  in¬ 
cremental  gas  in  view  [3372]  of  the  testimony  throughout 
this  case  of  the  shortage  of  gas  supply? 

The  Witness:  Well,  that  is  justified  on  the  ground  that 
Mesta  Machine  was  not  a  customer  of  Equitable  Gas  Com¬ 
pany  prior  to  this  transaction,  and  the  transaction,  as  I  have 
already  testified,  had  for  one  of  its  purposes  the  obtaining 
for  Equitable  Gas  Company  of  the  Mesta  Machine  business. 
That  is  the  only  theory  on  which  you  can  justify  treating 
thei  gas  to  which  you  refer  as  incremental  gas. 

The  Examiner:  What  was  the  approximate  cause  of 
Philadelphia  acquiring  South  Hills  and  Plymouth?  Was  it 
to  secure  the  two  wells  for  storage  or  was  it  to  get  the 
Mesta  contract? 

The  Witness:  It  was  to  do  primarily  the  three  things 
which  I  have  mentioned,  namely,  to  get  the  Mesta - 

The  Examiner:  Which  was  the  compelling  cause? 

The  Witness:  I  would  say  that  all  three  would  be 
compelling  cause,  namely,  to  get  the  Mesta  business,  two, 
to  get  the  wells  required  for  the  storage  pool  and,  three, 
to  secure  the  additional  reserves  which  were  in  such  close 
proximity  to  Equitable’s  operations. 

I  would  say  that  as  experience  has  been  gained  under 
the  contract,  in  the  light  of  conditions  as  they  exist  today, 
that  the  most  beneficial  aspect  of  the  transaction  to  Equi¬ 
table  was  getting  the  2  storage  wells  and  getting  the  Mesta 
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load,  which  is  a  very  desirable  load,  because,  as  I  have 
indicated,  the  [3373]  reserves  eventually  developed  to  he 
approximately,  roughly,  2%  million  Mcf  less  than  was 
estimated  by  the  geologists  at  the  time  of  acquisition  in 
1935. 

By  Mr.  Guttmann: 

Q.  You  do  concede,  do  you  not,  Mr.  Fleger,  that  the 
gas  sold  to  Mesta  is  not  what  would  be  termed  ordinarily 
in  the  trade  as  incremental  gas?  A.  Well,  I  am  not  sure 
what  would  be  considered  in  the  trade  as  normal  in  that 
respect. 

Q.  So  that  the  only  basis  for  calling  it  incremental  is 
the  basis  that  you  discussed  in  answer  to  my  question  a 
few  minutes  ago?  A.  I  would  be  willing  to  confine  it  to 
that,  Mr.  Guttmann,  because,  as  I  said,  one  of  the  basic 
purposes  of  the  entire  transaction  was  to  gain  the  Mesta 
business  for  Equitable. 

The  Examiner:  Was  the  contract  between  Mesta  and 
Finley ville  an  interruptible  contract? 

The  Witness:  No,  sir. 

The  Examiner:  In  other  words,  they  could  get  it  no 
matter  whether  all  of  the  industrial  users  in  Pittsburgh 
served  by  Equitable  had  their  service  interrupted,  is  that  it? 

The  Witness:  Well,  you  have  the  fact  that  the  Mesta 
contract,  which  ran  to  1938,  was  with  South  Hills  Oil  &  Gas 
and  Plymouth  Oil. 

The  Examiner:  And  that  wasn’t  an  interruptible  con¬ 
tract? 

[3374]  The  Witness:  That  is  right,  and  Finleyville, 
when  they  purchased  the  property,  had  to  take  over  the 
contract  and  stepped  into  the  shoes  of  South  Hills  Oil  and 
Gas  and  Plymouth  Oil  when  Mesta  refused  to  cancel  the 
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contract,  so  that  there  was  no  contract  on  the  part  of  Mesta 
which  enabled  it  to  look  to  Equitable  Gas  or  the  system 
generally  for  gas. 

Mr.  Hackney:  Will  the  record  show  that  we  have  given 
the  three  contracts  to  the  Commission  staff? 

The  Examiner:  The  record  will  so  show. 

By  Mr.  Guttmann: 

Q.  I  understood  you,  Mr.  Fleger,  that  you  have  based, 
in  the  course  of  your  discussion,  a  profit  figure  resulting 
to  the  company  from  the  gas  sales  to  Mesta  upon  a  figure 
computed  on  incremental  handling?  A.  That  is  right. 

Q.  And  do  you  have  available,  and  can  you  state  for  the 
record,  on  any  basis  other  than  that  of  incremental  use, 
what  the  cost  to  the  company  was  of  providing  that  gas  to 
Mesta?  A.  No;  for  the  reason  that  the  Equitable  Gas 
Company,  when  it  first  recommended  the  acquisition  of  this 
property,  did  not  approach  the  matter  on  that  basis.  It 
was  endeavoring  to  secure  this  additional  business  in  a 
period  in  which,  as  I  have  said,  revenues  and  sales  were 
at  a  very  low  point  and  the  results  to  Equitable  on  the 
basis  that  I  have  outlined  were  the  results  which  would 
in  its  opinion  justify  or  not  justify  [3375]  the  desirability 
of  making  the  acquisition. 

Q.  One  thing  further,  Mr.  Fleger.  If  I  understood  you 
correctly,  and  I  may  be  wrong,  I  thought  you  stated  two 
figures  in  the  record  which  would  indicate  that  Finleyville 
is  presently  under  obligation  to  deliver  to  Equitable  about 
a  million  more  in  Mcf  of  gas  than  exists  in  its  reserves  per 
the  estimate  of  the  end  of  1946,  is  that  correct?  A.  It 
is  obligated  to  deliver  3,175,856  Mcf,  whereas  the  present 
estimated  remaining  reserves  at  the  time  of  the  commitment 
to  make  these  deliveries  was  2,300,000  Mcf,  but  bear  in  mind 
that  the  estimate  of  2,300,000  Mcf  of  remaining  reserves  is 
based  not  upon  a  lack  of  gas  but  upon  a  revision  in  the  pres- 
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sures  at  which  the  company  considered  it  economical  to 
operate  the  property. 

[3376]  If,  for  example,  the  company  wished  to  adhere 
to  its  original  program  of  operating  the  property  down  to 
20  pounds  rock  pressure,  there  would  be  sufficient  gas  re¬ 
maining  to  enable  Finleyville  to  meet  its  commitment  and, 
of  course,  just  as  the  geologists  have  revised  the  economic 
rock  pressure  figure  downward  they  may,  before  the  prop¬ 
erty  is  exhausted,  make  a  revision  upward  in  their  rock 
pressure  estimate. 

Q.  Mr.  Fleger,  one  of  the  documents  that  you  have  just 
passed  to  me  is  an  agreement  dated  the  14th  day  of  Novem¬ 
ber,  1931,  by  and  between  Finleyville  Oil  &  Gas  Company 
and  Equitable  Gas  Company.  A.  Yes,  sir. 

Mr.  Guttmann:  I  offer  said  agreement  as  Commission’s 
Exhibit  A-21  in  evidence. 

The  Examiner:  Is  there  objection? 

Mr.  Hackney:  It  is  out  of  order,  but  we  will  not  raise 
that  question  at  this  time. 

The  Examiner:  All  right.  It  will  come  in. 

By  Mr.  Guttmann: 

Q.  The  second  of  the  documents  which  you  passed  to  me, 
Mr.  Fleger,  is  an  agreement  dated  the  28th  day  of  January, 
1933,  between  Finleyville  Oil  &  Gas  Company  and  Equi¬ 
table  Gas  Company,  is  that  right,  sir?  [3377]  A.  That 
is  right. 

Mr.  Guttmann:  I  will  offer  that  document  in  evidence 
as  Commission’s  Exhibit  A-22. 

The  Examiner:  That  will  come  in. 

By  Mr.  Guttmann: 

Q.  The  third  document,  Mr.  Fleger,  which  you  passed  to 
me  is  a  photostatic  copy  of  an  agreement  made  the  14th  day 
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of  November,  1946,  by  and  between  Finleyville  Oil  &  Gas 
Company  and  Equitable  Gas  Company,  is  that  right,  sir! 
A.  That  is  right. 

Mr.  Guttmann:  I  offer  that  in  evidence  as  Commission’s 
Exhibit  A-23. 

The  Examiner:  That  will  come  in. 

The  Witness:  At  Pages  457  and  458  of  the  transcript, 
Mr.  Guttmann  asked  that  we  provide  schedules  showing  all 
upstream  and  downstream  loans  between  Philadelphia  Com¬ 
pany  and  its  subsidiaries  and  between  the  subsidiaries 
themselves,  showing  at  what  point  notes  bearing  interest 
were  substituted  for  open  account  indebtedness  and,  further, 
thb  reasons  for  such  loans.  He  also  requested  the  interest 
rates  be  shown. 

I  have  at  this  time,  and  am  turning  over  to  Mr. 
Guttmann,  [3378]  a  schedule  showing  the  loans  and  notes 
referred  to. 

Mr.  Hackney:  Will  the  record  show  that  we  have  de¬ 
livered  it  to  the  staff! 

The  Examiner:  Yes,  sir. 

The  Witness:  I  would  like  to  point  out  that  the  schedules 
show  all  loans  and  notes  between  companies  in  the  Phila¬ 
delphia  Company  system  from  the  date  of  corporate 
organization  or  affiliation  of  each  company  to  December 
31, 1946,  or  in  the  case  of  companies  no  longer  in  existence, 
to  the  date  of  termination  of  corporate  existence.  In  other 
words,  this  schedule  covers  every  loan  and  every  note  be¬ 
tween  any  companies  in  the  Philadelphia  Company  system 
from  the  beginning  of  their  corporate  existence  up  until 
the  present  date  or  until  they  passed  out  of  existence,  and 
I  would  like  to  call  attention  to  the  fact  that  prior  to  1933 
neither  the  State  of  Pennsylvania  nor  the  Congress  of  the 
United  States  had  enacted  any  legislation  whatsoever 
indicating  that  it  was  not  in  the  public  interest,  or  against 
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the  public  policy,  and  therefore  improper  to  make  loans 
between  affiliated  companies  in  a  group  such  as  the  Phila¬ 
delphia  Company  system  or  for  companies  in  such  system 
to  issue  notes  to  other  companies  in  the  system.  In  other 
words,  it  was  common  practice,  permitted  by  Federal  and 
state  law,  to  engage  in  such  transactions. 

In  1933,  the  State  of  Pennsylvania  passed  legislation 
which  for  the  first  time  indicated  that  it  was  considered 
[3379]  desirable,  in  the  public  interest,  to  subject  such 
transactions  to  some  regulation.  This  took  the  form  of  an 
amendment  to  the  former  Public  Service  Company  Law  of 
Pennsylvania,  the  amendment  being  known  as  the  McClure 
Amendment  or  McClure  Bill.  The  McClure  Amendment  or 
bill  imposed  an  absolute  prohibition  against  any  loans  by 
a  public  service  company  to  a  holding  company  or  to  any 
affiliate,  in  other  words,  both  upstream  and  downstream, 
unless  the  loans  were  approved  by  the  Public  Service  Com¬ 
mission  of  Pennsylvania. 

It  is  significant  that  since  1933,  or  the  effective  date 
of  the  McClure  Amendment,  no  upstream  loans  of  any  kind 
or  character  have  been  made  by  any  company  in  the  Phila¬ 
delphia  Company  system.  I  mention  that  because  that  goes 
back  not  only  several  years  prior  to  the  enactment  of  the 
Holding  Company  Act  of  1935,  but  precedes  by  an  even 
greater  period  the  promulgation  of  rules  and  regulations 
by  the  Securities  and  Exchange  Commission  under  the 
Holding  Company  Act  of  1935,  which  imposed  for  the  first 
time  restrictions  on  such  transactions.  In  other  words, 
the  Holding  Company  Act  did  not  by  its  terms  regulate 
intercompany  loans  or  intercompany  notes.  It  rather 
conferred  upon  the  Securities  and  Exchange  Commission 
certain  powers  to  promote  the  rules  and  regulations  for  the 
policing  of  such  transactions. 

The  Examiner:  Did  the  amendment  have  any  effect  on 
existing  loans,  upstream  and  downstream? 

[33S0]  The  Witness:  It  did  not. 
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The  Examiner:  In  fact,  after  1933,  the  outstanding  up¬ 
stream  and  downstream  loans  continued  in  effect,  if  there 
were  any? 

The  Witness:  That  is  right. 

In  addition,  no  downstream  loans  have  been  made  by 
any  company  in  the  Philadelphia  Company  group  since  the 
year  1933  without  the  express  approval  of  the  Pennsylvania 
Public  Service  Company  and,  more  recently,  Public  Utility 
Commission.  Finally,  the  only  downstream  loans  which 
were  made  by  any  company  in  the  Philadelphia  Company 
group  since  1933  were  two  loans  in  September  of  1934  and 
December  of  1934  from  Philadelphia  Company  to  Equi¬ 
table  Sales  Company,  each  of  which  was  in  the  amount  of 
$73,000.  Such  loans  did  not  require  the  approval  of  the 
Pennsylvania  Commission  because  under  the  Act  in  effect 
in  Pennsylvania  until  1937,  Philadelphia  Company  was 
not  a  public  service  company  or  public  utility  company. 
Under  the  present  Act,  or  that  which  has  been  in  effect  since 
1937,  Philadelphia  Company  is  a  public  utility  company 
and  therefore  can  make  no  loans  to  any  company  in  its 
system  without  the  express  approval  of  the  Pennsylvania 
Commission. 

The  other  loans  made  subsequent  to  1933  without  the 
approval  of  the  Pennsylvania  Commission  were,  one,  a 
loan  from  the  Harwich  Coal  &  Coke  Company  to  the  War¬ 
wick  Coal  Company  in  the  amount  of  $50,000,  made  in 
January  of  1943,  and  a  loan  between  the  same  companies 
in  the  amount  of  $25,000  made  in  February  of  [3381]  1936. 
After  1936,  neither  of  these  loans  required  the  approval 
of  the  Pennsylvania  Commission. 

I  mention  this  in  order  to  bring  out  that,  with  the  very 
minor  exceptions  which  I  have  just  enumerated,  all  of  the 
loan  transactions  set  forth  in  this  schedule  requested  by 
Mr.  Guttmann  represent  loans  made  during  a  period  in 
which  the  law  clearly  permitted  such  transactions,  without 
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any  restriction  -whatsoever,  and  to  bring  out  that  since 
1933,  in  the  State  of  Pennsylvania,  those  transactions  are 
regulated  very  strictly,  and  in  pursuance  of  that  change  in 
the  state’s  policy,  the  companies  in  the  Philadelphia  Com¬ 
pany  group  have  been  proceeding  in  recent  years  on  the 
basis  of  a  policy  which  is  in  clear  accord  with  the  now 
established  policy  of  the  Commonwealth  of  Pennsylvania. 

Mr.  Hackney:  Would  this  be  a  convenient  time  to 
recess  ? 

The  Examiner:  We  will  take  a  recess  until  two  o’clock. 

(Whereupon,  at  12:30  o’clock  p.  m.,  the  hearing  in  the 
above  matter  was  continued  until  2:00  o’clock  p.  m.) 


[3382]  Afternoon  Session 

(Whereupon,  at  2:00  o’clock  p.  m.,  the  hearing 
in  the  above  matter  was  reconvened  pursuant  to 
the  taking  of  the  recess.) 

The  Examiner :  Let  the  hearing  come  to  order. 
Whereupon, 

Philip  A.  Fleger  resumes  the  stand. 

The  Witness:  At  Page  441  of  the  transcript,  Mr. 
Guttmann  asked  will  we  supply  the  amount  of  the  unpaid 
rental  each  year  from  1913  to  date  under  the  leases  between 
Philadelphia  Company  and  Equitable  Gas  Company,  fur¬ 
nishing  an  explanation  wherever  notes  or  other  obligations 
were  substituted  for  open  account  indebtedness  with 
respect  to  such  unpaid  rental. 

The  information  referred  to  in  the  first  part  of  that 
request,  namely,  the  unpaid  rental  figures  was  supplied 
by  a  letter  to  Mr.  Maurice  C.  Kaplan  in  response  to  his 
letter  of  April  30,  1947,  to  me  requesting  certain  informa¬ 
tion  in  connection  with  this  proceeding. 
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The  balance  of  the  information,  namely,  that  relating 
to  iiotes  or  other  obligations  substituted  for  open  account 
indebtedness  with  respect  to  the  unpaid  rental,  is  set  forth 
in  the  loan  schedule  which  I  referred  to  this  morning  and 
which  I  have  supplied  a  copy  of  to  Mr.  Guttmann. 

At  Pages  456  and  457,  at  Page  500,  at  Page  501,  and  at 
Page  502  of  the  transcript,  Mr.  Guttmann  requested  cer¬ 
tain  in-  [33S3]  formation  concerning  other  loans  between 
companies  in  the  Philadelphia  Company  group. 

That  information  likewise  is  contained  in  the  schedule 
of  loans  which  I  referred  to  in  my  testimony  this  morning, 
and  a  copy  of  which  I  have  supplied  Mr.  Guttmann. 

Xow,  according  to  my  notes  that  covers  all  of  the  data 
requested  by  the  Commission  staff  with  two  exceptions: 

First,  with  the  exception  that  the  transcript  at  Page 
499  indicates  that  Mr.  Guttmann  asked  for  the  estimated 
coM  of  construction  in  1940  of  the  20-inch  pipe  line  then 
proposed  to  be  constructed  between  Kentucky  and  West 
Virginia  by  the  Kentucky  West  Virginia  Gas  Company  and 
the  Pittsburgh  and  West  Virginia  Gas  Company,  which 
line  I  previously  testified  was  not  constructed  when  a  new 
exchange  agreement  providing  for  lower  exchange  rates 
than  had  theretofore  been  in  force  was  negotiated  between 
Pittsburgh  and  West  Virginia  Gas  Company  and  United 
Fuel  Gas  Company. 

That  information  has  not  been  supplied  pending  a  con¬ 
tinuation  of  some  informal  discussions  which  I  have  had 
with  Mr.  Guttmann  and  other  members  of  the  staff,  which 
we  have  not  been  able  to  conclude  because  of  the  fact 
that  Mr.  Ware  of  the  Commission  staff  is  not  presently 
available. 

Secondly,  the  information  requested  is  not  complete 
in  that  certain  of  the  information  requested  in  Mr.  Kaplan’s 
letter  to  me  of  April  30  has  not  yet  been  compiled.  That 
[33S4]  portion  of  the  information  requested  by  Mr. 
Kaplan  which  has  been  supplied  consisted  of  the  annual 
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reports  to  stockholders  of  the  Philadelphia  Company  and 
each  of  its  subsidiaries,  including  Pittsburgh  Railways  and 
its  subsidiaries,  from  1929  to  1939,  inclusive,  and  the  year 
1946;  consolidating  balance  sheets,  income  and  surplus 
statements  as  of  December  31,  1946  for  Philadelphia  Com¬ 
pany  and  subsidiaries,  and  Pittsburgh  Railways  Company 
and  subsidiaries,  including  balance  sheets,  income  and  sur¬ 
plus  statements  for  the  Street  Railways’  subsidiaries  or 
affiliates  not  consolidated;  and  lastly,  a  schedule  showing 
separately  rent,  depreciation,  interest  payable  to  Phila¬ 
delphia  Company  accrued  by  Equitable  Gas  Company  and 
amounts  paid  thereon,  indicating  the  year  to  which  pay¬ 
ment  is  applicable,  for  each  of  the  years  1913  to  1946,  in¬ 
clusive,  such  information  to  be  incorporated,  if  convenient, 
with  data  as  to  amounts  paid  by  Equitable  Gas  Company 
to  Philadelphia  Company  from  1913  to  1946,  inclusive, 
which  latter  information  was  previously  requested  by  the 
staff. 

The  balance  of  the  information  requested  by  Mr. 
Kaplan  is  still  in  process  of  preparation  for  the  reason,  as 
I  have  explained  to  the  staff,  that  when  the  accounting 
department  of  our  group  of  companies,  which  is  the  princi¬ 
pal  department  involved  in  the  preparation  of  the  data 
requested,  has  been  engaged  on  the  preparation  of  other 
material  for  this  case,  including  that  requested  by  the 
staff;  and  particularly  on  the  [3385]  preparation  of  the 
loan  schedule  which  I  identified  this  morning  and  gave 
to  Mr.  Guttmann,  and  which,  as  I  have  explained  to  the 
staff,  required  the  work  continuously  of  a  group  of  five 
people  for  a  period  of  more  than  seven  weeks. 

The  balance  of  the  information  requested  by  Mr. 
Kaplan  includes  some  schedules  which  require  a  consider¬ 
able  amount  of  work.  I  refer  just  by  way  of  example  to 
one  type  of  schedule  requested,  namely,  estimated  cash 
flow  statements  for  each  of  the  calendar  years  ending  De¬ 
cember  31,  1947  to  1951,  inclusive,  of  Philadelphia  Com¬ 
pany  and  each  of  its  subsidiary  companies,  excluding  Pitts- 
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burgh  Railways  Company  and  subsidiaries;  which  infor¬ 
mation  was  requested  in  the  detail  as  shown  in  Commission 
Exhibit  52  which  has  been  offered  in  evidence. 

Xow,  I  would  like  to - 

By  Mr.  Guttmann: 

Q.  Excuse  me,  Mr.  Fleger.  Do  you  want  to  identify 
that  Exhibit  52  a  little  more  fully?  I  think  that  was  in 
the  old  case,  was  it  not,  Standard  Gas  and  Electric? 

Mr.  Hackney:  Yes. 

The  Witness:  That  was  Exhibit  52  in  the  proceedings 
involving  Standard  Gas  and  Electric  Company  at  Docket 
File  No.  54-72. 

Xow  I  would  like  to  add  this  at  this  point,  if  I  may — in 
Mr.  Coffman’s  study  on  the  effects  of  segregation  which  he 
testified  to  in  this  proceeding,  as  the  evidence  shows,  he 
[33S6]  divided  the  companies  into  groups,  one,  in  the 
electric  group;  two,  the  gas  group;  three,  the  transporta¬ 
tion  group ;  and  four,  an  auxiliary  group. 

Mr.  Coffman  was  asked,  one,  on  what  basis  he  made  that 
grouping  and  he  testified  that  he  had  done  so  on  the  basis 
of  a  conversation  with  me ;  and  two,  he  was  asked  to  point 
to  the  provisions  of  the  Holding  Company  Act  which  con¬ 
template  that  loss  of  economies  shall  be  determined  by 
group - 

Mr.  Guttmann:  Excuse  me,  Mr.  Fleger. 

Just  for  clarification,  is  this  a  statement  that  you  are 
making  or  is  this  an  answer  in  response  to  an  unheard  ques¬ 
tion  by  your  counsel  on  direct,  or  just  what  is  the  nature  of 
your  testimony  at  this  point? 

The  Witness:  This  is  a  statement  that  I  am  making. 
If  you  desire  the  statement  to  be  made  in  answer  to  a  formal 
question  phrased  by  Mr.  Hackney,  I  would  be  perfectly 
glad  to  let  him  phrase  such  a  question,  but  I  thought  it  was 
unnecessary  to  do  so. 
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Mr.  Guttmann:  I  would  like  the  record  to  show  that  this 
is  not  part  of  the  response  to  cross-examination  questions 
that  were  asked  of  you. 

The  Witness:  Yes,  that  is  clear. 

As  Mr.  Coffman  testified,  the  groupings  of  companies 
along  the  line  that  I  have  mentioned  were  made  as  a  result 
of  conversations  with  me.  Those  groupings  were  suggested 
by  me  on  [33S7]  the  basis  of  an  analysis  that  we  made 
of  the  Commission’s  notices  and  orders  in  these  proceed¬ 
ings,  which  we  construed  as  suggesting  that, 

1,  the  gas  companies,  meaning  Equitable  Gas  Company, 
Pittsburgh  and  West  Virginia  Gas  Company,  Finleyville 
Gas  Company,  Philadelphia  Oil  Company,  and  Kentucky 
West  Virginia  Gas  Company,  could  not  be  retained  in  con¬ 
junction  with  the  electric  operations  of  the  Duquesne  Light 
Company. 

9 _ 

[Objection  by  Commission  counsel  which  was  over¬ 
ruled.] 

The  Witness:  Secondly,  we  construed  that  notices  and 
orders  as  indicating  that  the  transportation  companies, 
namely,  Pittsburgh  Railways  Company  and  Pittsburgh 
Motor  Coach  Company,  could  not  be  retained  in  conjunction 
with  the  electric  operations. 

In  addition,  we  construed  the  notices  and  orders  as  in- 
[33S8]  dicating  that  the  Allegheny  County  Steam  Heating 
operation  and  the  Cheswick  and  Harmar  Railroad  opera¬ 
tion  could  be  retained  as  reasonably  incidental  to  the  electric 
operations  of  Duquesne  Light. 

In  the  answer  which  we  have  filed  in  this  proceeding, 
Philadelphia  Company  has  taken  the  position  that  the  pres¬ 
ent  operations  of  the  electric  and  gas  utility  companies  in 
the  holding  company  system  of  Philadelphia  Company,  in¬ 
cluding  the  present  operations  of  the  holding  company  sys- 
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tern  of  Pittsburgh  and  West  Virginia  Gas  Company,  are 
limited  within  the  meaning  of  Section  11(b)(2)  of  the  Act 
to  a  single  integrated  public  utility  system,  and  together 
constitute  a  single  integrated  public  utility  system. 

That  allegation  appears  in  Paragraph  24  of  the  answer. 
In  addition,  in  the  alternative,  Philadelphia  Company  took 
the  position  that  if  Section  11(b)  (1)  of  the  Act,  as  properly 
construed,  means  that  a  single  integrated  public  utility 
system  cannot  include  both  electric  and  gas  operations,  or 
if  such  Section  11(b)  (1)  of  the  Act  properly  applied  means 
that  the  electric  and  gas  operations  of  the  Philadelphia 
Company  system  do  not  together  constitute  a  single  inte¬ 
grated  public  utility  system,  then  respondents  allege  that 
the  operations  of  Duquesne  constitutes  a  single  integrated 
public  utility  system  and  the  operations  of  the  gas  utility 
companies  in  the  holding  company  system  of  Philadelphia 
Company,  including  the  operations  of  the  [33S9]  holding 
company  system  of  Pittsburgh  and  West  Virginia  Gas  Com¬ 
pany,  constitutes  an  integrated  public  utility  system. 

The  answer  further  states  that  in  such  event  Philadelphia 
Company  has  the  right  and  does  hereby  elect  to  retain  the 
integrated  public  utility  system  operated  by  Duquesne  as 
its  principal  system  and  to  continue  to  control  the  inte¬ 
grated  public  utility  system  operated  by  the  gas  utility 
companies  in  the  bolding  company  system  of  the  Philadel¬ 
phia  Company  as  an  additional  integrated  public  utility 
system. 

That  statement  appears  on  Page  25  of  the  answer. 

Therefore,  one  of  the  primary  issues  in  this  proceeding, 
as  we  interpreted  the  Commission’s  notices  and  orders,  was 
whether  or  not  the  gas  utility  companies  in  the  Philadelphia 
Company  system  could  be  retained  as  a  proper  additional 
system. 

Xow  in  that  connection  Section  11(b)(1)  provides  that 
the  Commission  shall  permit  a  registered  holding  company 
to  continue  to  control  one  or  more  additional  integrated 
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public  utility  systems  if,  after  notice  and  opportunity  for 
hearing,  it  finds  that  (A)  each  of  such  additional  systems 
cannot  be  operated  as  an  independent  system  without  the 
loss  of  substantial  economies  which  can  be  secured  by  the 
retention  of  control  of  such  holding  company  of  such  system. 

Now,  in  advising  Mr.  Coffman  as  to  the  basis  of  his  ap¬ 
proach  in  his  study,  we  recognized  that  the  provision  or 
portion  of  Section  11(b)  (1)  which  I  have  read  is  susceptible 
of  two  con-  [3390]  structions: 

1,  a  narrow  construction  which  would  require  that  the 
loss  of  economies  be  limited  to  the  public  utility  holding 
companies  comprising  the  additional  system;  or 

2,  a  broader  interpretation  which  would  contemplate 
that  the  loss  of  economies  relate  to  the  additional  system  as 
comprised  not  only  of  the  public  utility  companies  in  the 
system  but  the  other  businesses  which  the  concluding  para¬ 
graph  of  Section  11(b)(1)  states  the  Commission  may  per¬ 
mit  as  reasonably  incidental,  et  cetera,  if  certain  conditions 
obtain. 

[3391]  We  advised  Mr.  Coffman  to  make  the  grouping 
which  is  reflected  in  his  study  first  because  we  thought  the 
first  of  the  two  constructions  or  interpretations  which  I 
have  mentioned  is  the  more  reasonable  of  the  two;  and 
secondly,  because  if  it  were  not  the  correct  construction 
it  would  not,  under  the  facts,  have  any  material  effect  for 
the  reason  that  the  non-utility  companies  which  are  included 
in  the  gas  group  embodied  in  Mr.  Coffman’s  studies  have 
relatively  little,  in  fact  I  might  say  insignificant,  effect  on 
the  question  of  loss  of  economies  as  a  result  of  the  segre¬ 
gation. 

The  public  utility  companies,  that  is  within  the  meaning 
of  the  Act,  in  the  gas  group  as  reflected  in  Mr.  Coffman’s 
study  are  the  Equitable  Gas  Company,  the  Pittsburgh  & 
West  Virginia  Gas  Company,  the  non-utility  companies  are 
Finleyville  Oil  &  Gas  Company,  Philadelphia  Oil  Company, 
and  Kentucky  West  Virginia  Gas  Company. 
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As  the  exhibits  introduced  by  Mr.  Coffman  show,  the 
bulk  of  the  increased  costs  estimated  to  result  from  the 
segregation  consist  of  increased  payroll  costs.  In  fact,  of 
the  total  estimated  increased  cost  resulting  from  segre¬ 
gation  of  $1,090,598,  $820,653,  or  more  than  75  per  cent, 
consists  of  payroll  costs.  Therefore,  it  is  significant  that  the 
total  payroll  cost  of  the  two  gas  utility  companies,  Equitable 
Gas  Company  and  Pittsburgh  &  West  Virginia  Gas  Com¬ 
pany,  affected  by  segregation,  namely,  that  portion  of  pay¬ 
roll  costs  of  the  [3392]  general  departments  which  are  al¬ 
locable  to  or  paid  by  those  companies  amounts,  on  the  basis 
of  1947  budget  figures,  to  $1,012,911.  The  portion  of  the  pay¬ 
roll  costs  affected  by  segregation,  which  are  allocable  to 
the  non-utility  companies  in  the  gas  group  are  Finleyville 
Oil  &  Gas  Company  $3,151;  Philadelphia  Oil  Company, 
$8,610:  Kentucky  West  Virginia  Gas  Company,  $25,721.  In 
other  words,  the  payroll  costs  of  the  utility  companies  in 
the  gas  group  affected  by  segregation  account  for  96.43 
per  cent  of  the  total  payroll  costs  of  the  gas  group  affected 
by  segregation.  The  payroll  costs  of  the  non-utility  com¬ 
panies  affected  by  segregation  account  for  3.57  per  cent  of 
the  total  payroll  costs  of  the  companies  in  the  gas  group. 

Therefore,  we  felt  that  the  figures  showing  the  effect 
of  segregation  on  the  gas  group,  including  the  non-utility 
companies,  would  in  this  instance  be  a  reasonable  measure 
irrespective  of  which  of  the  two  constructions  of  Section 
11(b)(1)  which  I  have  mentioned  is  adopted  as  the  proper 
one. 

In  addition,  the  concluding  paragraph  of  Section  11 
(b)(1),  which  is  unlettered  and  unnumbered,  and  which  is 
known  as  “the  other  business”  clause  of  Section  11(b)(1), 
states  that  the  Commission  may  permit,  as  reasonably  in¬ 
cidental  or  economically  necessary  or  appropriate  to  the 
operations  of  one  or  more  integrated  public  utility  systems, 
the  retention  of  an  interest  in  any  business  other  than  the 
business  of  a  public  utility  [3393]  company  as  such  which 
the  Commission  shall  find  necessary  or  appropriate  in  the 
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public  interest  or  for  the  protection  of  its  consumers  and 
not  detrimental  to  the  proper  functioning  of  such  system 
or  systems. 

Here  the  statute  does  not  specifically  require,  as  it  does 
in  11(b)(1)(A),  that  there  be  a  showing  of  loss  of  econ¬ 
omies  as  a  condition  to  a  holding  company’s  being  per¬ 
mitted  to  retain  another  business;  but  we  construe  the 
section  as  contemplating  that  in  determining  whether  the 
retention  of  the  other  business  as  reasonably  incidental  or 
economically  necessary  or  appropriate  to  the  operations  of 
one  or  more  of  the  integrated  public  utility  systems,  is  in  the 
public  interest  or  for  the  protection  of  investors  or  con¬ 
sumers,  that  it  is  material  to  consider  whether  or  not,  if 
the  other  business  is  not  permitted  to  be  retained,  there 
would  be  a  loss  of  economies  to  that  business  or,  putting  it 
in  another  way,  an  increase  in  the  operating  expenses  of 
that  other  business. 

Therefore,  Mr.  Coffman  was  directed  to  include  in  his 
study,  as  he  did,  a  determination  of  the  effect  of  separating 
the  transportation  group,  namely  Pittsburgh  Railways  Com¬ 
pany’s  operations  and  Pittsburgh  Motor  Coach  Company, 
from  the  present  system. 

Finally,  the  Act  in  Section  11(b)  (1)  states  that  it  should 
be  the  duty  of  the  Commission,  as  soon  as  practicable  after 
January  1, 1938,  to  require  by  order,  after  notice  and [3394] 
opportunity  for  hearing,  that  each  registered  holding  com¬ 
pany  and  each  subsidiary  company  thereof  shall  take  such 
action  as  the  Commission  shall  find  necessary  to  limit  the 
operations  of  the  holding  company  system  of  which  such 
company  is  a  part  to  a  single  integrated  public  utility  sys¬ 
tem  and  to  such  other  businesses,  et  cetera. 

As  I  have  already  stated,  in  its  answer  in  this  proceed¬ 
ing  Philadelphia  Company  has  taken  the  position  in  the 
alternative  that  it  wishes  to  retain  the  Duquesne  Light 
Company  as  its  principal  system,  and  while  there  is  no 
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express  direction  in  the  statute  that  Philadelphia  Company 
must  show  that  the  principal  system,  consisting  of  Duquesne 
Light  Company  and  the  auxiliary  companies  in  the  electric 
grdup.  which  suffer  a  loss  of  economies  if  that  system  were 
separated  from  the  gas  system  and  the  transportation 
system. 

We  read  Section  11(b)  in  its  entirety  to  indicate  that 
any  evidence  as  to  possible  increased  expenses  in  the  opera¬ 
tion  of  the  electric  system  or  loss  of  economies  to  the 
electric  system  which  would  result  from  the  segregation 
which  I  have  referred  to  would  be  pertinent  in  an  inquiry 
of  this  character. 

That,  in  brief,  is  the  basis  on  which  I  advised  Mr.  Coff¬ 
man  to  make  his  study  of  loss  of  economies  on  the  basis  of 
groups  as  set  forth  in  the  various  exhibits. 

[Here  follows  a  motion  by  Commission  counsel  to  strike 
the  foregoing,  which  was  denied,  a  request  by  Commission 
counsel  to  defer  cross-examination  of  the  witness  Fleger 
and  a  further  statement  by  the  witness  as  to  the  status  of 
preparation  of  the  information  requested  by  the  Commis¬ 
sion  staff  and  the  additional  time  required  to  complete 
preparation.] 

[3398]  By  Mr.  Guttmann: 

Q.  Now,  Mr.  Fleger,  I  have  just  a  few  further  questions 
of  you  at  this  time. 

Are  you  acquainted  with  the  power  contract  between 
Pittsburgh  Railways  Company  and  Duquesne?  A.  I 
am  generally,  Mr.  Guttman,  in  this  way:  From  time  to  time 
over  a  period  of  years  questions  have  arisen  in  the  admin¬ 
istration  of  the  contract,  in  which  I  have  been  involved  in 
some  capacity  or  other.  The  contract  is  a  rather  substan¬ 
tial  document,  as  I  recall  it,  and  I  do  not,  of  course,  recall 
from  memory  all  of  the  provisions  of  it,  but  aside  from 
the  fact  that  the  contract  has  been  on  file  with  the  Penn- 
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sylvania  Public  Utility  Commission  since  shortly  after  the 
enactment  of  the  present  Pennsylvania  Public  Utility  Law, 
the  contract  was  the  subject  of  an  investigation  as  to  the 
reasonableness  of  the  charges  made  under  it  by  Duquesne 
Light  Company  against  Pittsburgh  Railways  Company  by 
a  bi-partisan  board  known  as  the  Traction  Conference 
Board,  which  was  set  up  pursuant  to  the  terms  of  the  so- 
called  Traction  Conference  Board  agreement  between  the 
Philadelphia  Company,  Pittsburgh  Railways  Company  and 
the  City  of  Pittsburgh,  which  was  subsequently  joined  in 
[3399]  by  the  majority  of  the  municipalities  served  by  the 
Pittsburgh  Railways  Company,  and  which  contract  was  the 
medium,  or  an  essential  part  of  the  machinery  for  the 
termination  of  the  receivership  of  Pittsburgh  Railways 
Company  which  had  commenced  about  191S.  The  Board 
set  up  under  that  contract  consisted  of  a  chairman  ap¬ 
pointed  by  the  City  of  Pittsburgh,  specifically,  as  I  recall  it 
by  the  Mayor,  with  the  approval  of  City  Council,  another 
representative  of  the  City  of  Pittsburgh,  a  representative 
of  the  Pittsburgh  Railways  Company  and  a  representative 
of  the  other  municipalities. 

The  investigation  of  the  power  contract  made  by  this 
Board  some  time  during  the  term  of  the  Traction  Confer¬ 
ence  Board  agreement,  which  was  for  an  original  term  of 
10  years,  1924  to  1934,  and  which  I  believe  was  extended 
for  a  two-year  period  up  to  1936,  consisted  of  an  analysis 
of  the  contract  and  a  comparison  of  its  provisions  with 
power  contracts  under  which  certain  other  traction  com¬ 
panies  in  other  cities  of  a  comparable  character  were  buy¬ 
ing  their  power.  The  report  of  this  Board,  which  is  a 
public  document  and  is  a  matter  of  public  record,  was 
clearly  to  the  effect  that  the  Board  concluded  as  a  result 
of  its  investigation  that  the  rates  paid  for  power  by  Pitts¬ 
burgh  Railways  Company  to  the  Duquesne  Light  Company 
under  the  contract  to  which  I  refer  was  definitely  reason¬ 
able. 
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Q.  This  power  contract  to  which  you  refer  was  entered 
into  between  Railways  and  Duquesne  about  1912,  was  it  not! 
[3400]  A.  The  contract  was  dated  as  of  January  1,  1913 
and  was  amended  by  supplemental  agreement  dated  Feb¬ 
ruary  2,  1927,  letters  dated  January  10,  1928  and  certain 
other  dates.  The  summary  of  the  principal  provisions  of 
the  contract  is  contained  in  the  material  contract  section  of 
the  A-2  registration  statement  filed  by  Philadelphia  Com¬ 
pany  with  this  Commission,  registration  No.  being  2-4764. 

[Here  follows  discussion  as  to  trial  procedure,  followed 
by  an  adjournment  until  July  22,  1947 ;  followed  by  a  stipu¬ 
lated  correction  of  the  record ;  thereafter  the  witness  Fleger 
was  recalled  and  testified  as  follows :] 

[3411]  Mr.  Hackney:  Let  the  record  show  that  Mr. 
Fleger  is  still  on  cross-examination. 

The  Witness:  At  the  conclusion  of  the  last  hearing  in 
this  proceeding  I  made  reference  to  the  preparation  of 
certain  [3412]  data  requested  by  Mr.  Maurice  C.  Kaplan 
of  the  Public  Utilities  Division  in  a  letter  dated  April  30, 
1947  addressed  to  me.  Included  among  the  information  re¬ 
quested  by  Mr.  Kaplan  were  two  items  numbered  3  and  4, 
item  3  being  a  statement  of  gross  capital  expenditures  and 
other  items  therein  enumerated  for  the  year  1946  and  for 
each  of  the  years  1947  to  1951,  inclusive,  for  Philadelphia 
Company  and  each  of  its  subsidiaries,  excluding  Pittsburgh 
Railways  Company  and  its  subsidiaries.  Item  4  was  an 
estimated  cash  flow  statement  for  each  of  the  calendar  years 
1947  to  1951  for  the  same  companies  referred  to  in  con¬ 
nection  with  item  3. 

Since  the  last  hearing  I  have  had  further  discussions 
with  our  staff  in  Pittsburgh  concerning  the  preparation  of 
the  material  requested  in  those  two  items.  I  find,  as  I  in¬ 
dicated  at  the  last  hearing,  that  the  preparation  of  those 
statements  will  require  a  considerable  amount  of  work  and 
expense.  In  fact,  our  staff  was  unable  to  furnish  me  with 
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an  estimate  of  the  amount  of  time  that  would  be  required 
to  complete  this  information.  In  view  of  the  time  and  ex¬ 
pense  involved  and  in  view  of  the  fact  that  it  is  our  position 
that  these  two  statements  referred  to  in  items  3  and  4  of  Mr. 
Kaplan’s  letter  are  not  directly  pertinent  or  relevant  to 
the  issues  raised  in  this  proceeding,  we  are  impelled  to 
decline  to  undertake  to  prepare  and  supply  this  information. 
I  had  a  telephone  conversation  concerning  this  matter  with 
Mr.  Guttmann  and  explained  [3413]  the  circumstances  to 
him  and  suggested  that  he  might  take  the  matter  up  with  the 
staff  with  the  view  to  ascertaining  whether  the  staff  would 
withdraw  the  request.  Mr.  Guttmann  reported  to  me  on  the 
same  day  that  he  had  taken  the  matter  up  with  the  staff 
and  that  the  conclusion  reached  was  that  the  request  for 
the  information  should  not  be  withdrawn,  and  it  was  sug¬ 
gested,  therefore,  that  I  state  our  position  for  the  record  in 
order  that  the  issue  could  be  drawn. 

Mr.  Guttmann  in  the  same  conversation  to  which  I  refer 
inquired  whether  we  had  on  any  previous  occasion  prepared 
five-year  statements  of  the  character  desired  in  items  3  and 
4  of  Mr.  Kaplan’s  letter.  I  indicated  that  statements  of  this 
general  character  had  been  prepared,  I  believed,  on  a  prior 
occasion,  approximately  the  latter  part  of  last  year,  with 
respect  to  certain  of  the  companies  in  the  Philadelphia 
Company  group.  I  indicated,  however,  that  aside  from  the 
fact  that  the  statements  never  were  to  my  knowledge  put 
in  final  form  they  would  be  out  of  date  and  we  would  not 
present  them,  of  course,  as  reflecting  the  present  conditions 
and  estimated  conditions  as  we  now  visualize  them  for  the 
five-year  period. 

I  wish  to  add  one  further  thing:  To  the  best  of  my 
recollection  this  is  the  only  instance,  with  one  exception  to 
which  I  will  refer,  in  which  we  have  declined  to  furnish 
information  requested  by  the  staff  in  connection  with  this 
proceeding,  and  that  is  notwithstanding  the  fact  that  a 
[3414]  considerable  volume  of  data  has  been  requested 
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from  time  to  time  which  has  required  the  use  of  considerable 
manpower,  the  incurring  of  considerable  expense  and  the 
disruption  of  the  normal  routine  of  our  operations  for  an 
appreciable  period  of  time,  the  outstanding  instance  being 
the  schedule  of  upstream  and  downstream  loans  between 
all  companies  in  the  Philadelphia  Company  system  from 
date  of  inception,  which  required  the  full  time  of  five 
persons  in  the  accounting  department  for  more  that  seven 
weeks  to  complete.  In  that  instance,  as  in  all  others,  while 
vte  felt  that  the  burden  imposed  upon  us  was  quite  sub¬ 
stantial,  we  recognized,  although  we  do  not  admit  it  in  each 
instance,  that  the  information  requested  might  have  some 
pertinence  to  the  issues  involved  in  this  proceeding.  The 
exception  to  which  I  refer  concerns  Mr.  Guttmann’s  request 
sit  page  499  of  the  transcript  for  the  estimated  cost  of 
constructing  the  20-inch  gas  pipe  line  which  was  proposed 
to  be  constructed  between  Kentucky  and  West  Virginia  in 
1940.  but  which  was  not  built  when  a  new  exchange  agree¬ 
ment  was  entered  into  with  the  United  Fuel  Gas  Company. 
I  have  stated  my  position  with  reference  to  that  request  to 
Mr.  Guttmann  and  he  in  turn  has  taken  the  matter  up  with 
Ihe  staff  and  I  was  informed  this  morning  that  the  staff 
has  not  yet  reached  a  conclusion  as  to  what  position  it 
wishes  to  take  with  regard  to  that  matter,  but  expects  to 
do  so  some  time  today. 

By  Mr.  Guttmann: 

[3415]  Q.  Mr.  Fleger,  toward  the  close  of  the  last  hear¬ 
ing  we  were  discussing  the  power  contract  between  Pitts¬ 
burgh  Railways  Company  and  Duquesne.  I  now  ask  you 
whether  you  have  a  copy  of  that  power  contract  presently 
available. 

Mr.  Hackney:  You  did  not  request  it,  though,  Mr.  Gutt¬ 
mann? 

Mr.  Guttmann:  No.  I  have  not  requested  it  until  this 
time. 
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A.  I  do  not  believe  that  I  have  a  copy  of  the  power  contract, 
but  I  have  with  me  a  copy  of  the  Form  A-2  registration 
statement  filed  by  Philadelphia  Company  with  this  Com¬ 
mission  at  Registration  Xo.  2-4764,  in  paragraph  2  on  page 
102  of  which  statement  there  is  a  very  brief  summary  of 
that  contract  and  its  various  amendments.  As  that  regis¬ 
tration  statement  states: 

“By  agreement  dated  as  of  January  1,  1913,  as 
amended  by  supplemental  agreement  dated  Febru¬ 
ary  2,  1927,  and  letters  dated  January  10,  1928,  Sep¬ 
tember  3, 1929,  March  9, 1933  and  April  6, 1933,  Pitts¬ 
burgh  Railways  Company,  hereinafter  referred  to  as 
‘Railways’  agree  to  take  from  Duquesne  Light  Com¬ 
pany,  hereinafter  referred  to  as  ‘Duquesne’  for  the 
term  of  50  years  from  January  1,  1913  all  its  elec¬ 
trical  energy  for  power  purposes,  for  the  operation 
of  cars  and  for  all  its  power,  light  and  heating  pur¬ 
poses,  and  not  to  resell  any  of  such  electrical  energy 
except  as  agreed  between  the  parties,  and  Duquesne 
agreed  to  furnish  the  same.  Duquesne  agreed  to 
furnish,  and  maintain  transmission  lines  to  sub¬ 
stations  [3416]  and  to  operate  lines  and  apparatus 
with  limited  line  loss  and  frequency  variation  and 
Railways  agreed  to  keep  its  substations  at  or  above 
a  specified  efficiency.  Railways  agreed  to  permit 
Duquesne  to  go  on  its  poles  and  to  transmit  power  to 
Duquesne ’s  customers  on  Railways’  lines  and  on  the 
lines  of  Duquesne  used  to  supply  Railways,  and 
Duquesne  agreed  to  permit  Railways  to  go  on  its 
poles.  In  case  of  a  shortage  Duquesne  covenanted  to 
serve  Railways  immediately  after  commercial  and 
domestic  lighting.” 

By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  excuse  me.  What  you  are  reading  from  is 
already  in  evidence  in  this  case  as  Philadelphia  Exhibit  20, 
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at  page  102  and  103  thereof,  is  that  right!  A.  I  didn’t 
recall  that  it  was.  If  it  is,  why,  I  will  desist  from  reading 
the  rest  of  the  contract. 

Mr.  Hackney:  Philadelphia  Exhibit  20. 

Mr.  Guttmann:  That  is  right,  sir. 

The  Witness:  And  will  merely  recall  at  this  juncture, 
however,  my  statement  at  the  previous  hearing  to  which 
you  refer  that  (1)  this  contract  is  on  file  with  the  Penn¬ 
sylvania  Public  Utility  Commission  and  (2)  this  contract 
was  the  subject  of  an  investigation  by  the  Traction  Con¬ 
ference  Board,  which  I  described,  and  the  majority  of  the 
members  of  which  were  representatives  of  the  City  of  Pitts¬ 
burgh  and  other  municipalities  in  the  Pittsburgh  area 
served  by  the  Pittsburgh  Railways  Company,  [3417]  and 
the  Traction  Conference  Board  concluded,  after  analyzing 
the  contract  and  comparing  it  with  power  arrangements  of 
street  railway  companies  in  other  comparable  cities,  that 
the  charges  made  by  Duquesne  for  energy  sold  to  Railways 
was  reasonable. 

By  Mr.  Guttmann: 

Q.  Well,  now,  Mr.  Fleger,  the  material  in  Philadelphia 
Exhibit  20,  which  is,  I  believe,  a  very  brief  summary  of  the 
contract  as  you  stated,  does  not  indicate  the  fact  that  at  the 
time  the  contract  was  entered  into  there  were  certain  gen¬ 
erating  stations  owned  by  Railways  which  were  transferred 
to  Duquesne,  nor  does  it  indicate  the  consideration,  if  any, 
that  was  paid  by  Duquesne  for  those  stations,  isn’t  that 
right?  A.  That  is  right,  but  that  information  would 
have  been  disclosed  in  the  original  cost  determination  of 
Duquesne  Light  Company,  which  has  been  approved  by  the 
Federal  Power  Commission  and  the  Pennsylvania  Public 
Utility  Commission  as  of  December  31,  1945. 

Q.  Do  you  have  any  information  here  present  from 
which  you  can  tell  us  what  generating  stations  at  that  time 
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owned  by  Railways  were  transferred  to  Duquesne  and  what 
the  consideration  was  for  the  transfer?  A.  Well,  I  would 
have  to  make - 

The  Examiner:  Mr.  Fleger,  what  you  have  been  read¬ 
ing  from  is  from  the  prospectus  accompanying  the  A-2 
statement,  is  it  not  ? 

[3418]  The  Witness:  I  am  reading  from  the  A-2  state¬ 
ment  itself. 

The  Examiner:  The  A-2  statement,  then,  has  not  only 
a  summary  of  all  of  the  contracts  between  Pittsburgh  Rail¬ 
ways  and  Duquesne,  but  it  also  has  exhibits  in  which  the 
whole  contracts  are  attached? 

The  Witness:  Yes,  and  I  don’t  have  the  exhibits  with 
me,  however. 

The  Examiner:  Well,  do  you  have  any  objection  to  the 
Commission  referring  to  the  A-2  statement,  the  registration 
statement  and  the  exhibits  of  all  of  the  contracts? 

The  Witness:  None  whatever. 

The  Examiner:  Wouldn’t  that  answer  your  question? 

Mr.  Guttmann:  That  would,  sir. 

By  Mr.  Guttmann: 

Q.  Provided  the  power  contract  is  an  exhibit  to  the  A-2 
statement ;  do  you  know  whether  that  is  a  fact?  A.  It  is. 
The  reference  is  to  Exhibit  I-A-A-2  to  the  registration 
statement  to  which  I  have  referred. 

The  Examiner:  And  that  contract  includes  any  sale  of 
facilities  of  the  Pittsburgh  Railways  generating  facilities 
to  Duquesne,  does  it? 

The  Witness:  To  the  best  of  my  recollection  it  does. 
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Mr.  Guttmann:  I  then  respectfully  move  that  we  in¬ 
clude  in  this  record  by  reference  Exhibit  I-A-A-2  to  the 
registration  statement. 

[3419]  The  Examiner:  What  is  the  docket  number? 

Mr.  Guttmann:  2-4764. 

The  Examiner:  Is  there  any  objection? 

Mr.  Hackney:  Does  that  carry  an  exhibit  number? 

Mr.  Guttmann:  Exhibit  I-A-A-2. 

Mr.  Hackney:  But  Commission  exhibit  what? 

Mr.  Guttmann:  Incorporated  by  reference. 

Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Hackney:  Just  that  contract  itself? 

.1/r.  Guttmann:  That  is  right. 

The  Examiner:  That  will  be  included  in  this  record  by 
reference. 

By  Mr.  Guttmann: 

Q.  Now,  Mr.  Fleger,  Mr.  Crowley  at  the  organization 
meeting  of  the  Board  of  Directors  of  Standard  Gas  and 
Electric  held  December  19,  1946,  at  page  6  of  the  minutes, 
made  a  statement  which  appears  therein  in  the  following 
language : 

“The  Chairman  stated  some  of  the  operating 
companies  in  the  system,  particularly  Duquesne  Light 
Company  and  Louisville  Gas  &  Electric  Company, 
a  Kentucky  corporation,  would  require  additional 
generating  capacity  within  the  next  few  years,  that 
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these  companies  could  not  obtain  the  [3420]  funds 
necessary  for  that  purpose  without  the  issuance  of 
additional  securities  and  that  it  would  probably  be 
necessary  for  them  to  issue  and  sell  shares  of  their 
common  stock.  A  discussion  followed  upon  the  sub¬ 
ject  of  the  raising  of  such  moneys.” 

Do  you  agree  with  the  statement  that  was  made  by 
Mr.  Crowley  so  far  as  Duquesne  is  concerned?  A.  I 
agree  with  it  in  part.  Mr.  Crowley’s  statement  was  made 
at  a  time  when  active  consideration  was  being  given  to  the 
advisability  of  providing  additional  generating  capacity 
for  Duquesne  Light  Company.  At  that  time,  as  was  the 
case  with  most  electric  companies,  the  difficulty  was  that 
while  electric  demand  was  at  a  high  level,  somewhat  higher, 
I  might  say,  than  had  been  visualized  by  many  in  the  in¬ 
dustry  for  the  period  immediately  following  the  war,  there 
was  considerable  difference  of  opinion  with  regard  to  the 
extent  to  which  that  demand  would  hold  up,  increase  or 
decline,  that  question  involving,  as  it  did,  all  of  the  many 
difficult  questions  that  have  confronted  this  country  in  the 
immediate  postwar  period. 

I  agree  with  Air.  Crowley’s  statement  to  the  extent  that 
it  appeared  at  the  time  he  made  the  statement  referred  to 
that  Duquesne  Light  Company  would  require  additional 
generating  capacity.  In  fact,  a  number  of  studies  had  been 
made  immediately  prior  to  that  time  which  resulted  in  a 
conclusion  by  the  management  in  Pittsburgh  that  it  would 
be  advisable  to  order  another  [3421]  generating  unit  of 
60,000  kilowatt  capacity  for  installation  at  the  Phillips 
power  station  and,  as  a  matter  of  fact,  an  order  for  such 
a  unit  was  placed  almost  within  a  month  after  the  state¬ 
ment  made  by  Air.  Crowley. 

The  Examiner:  What  time  did  Air.  Crowley  make  that 
statement? 
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The  Witness:  Mr.  Guttmann  referred  to  it  in  his  ques- 
tioh,  namely,  at  the  organization  meeting  of  Standard  Gas 
and  Electric  Company  December  19,  1946. 

It  is  my  recollection  that  Duquesne  Light  Company 
placed  an  order  for  an  additional  60,000  unit  for  installation 
at  the  Phillips  station  in  the  early  part  of  January  of  this 
year. 

At  the  time  Mr.  Crowley  had  made  his  statement  only 
the  most  general  consideration  had  been  given  to  the  ques¬ 
tion  of  how  the  construction  of  such  an  additional  unit 
would  have  to  be  provided  for.  The  consideration  of  that 
question  which,  of  course,  has  received  attention  from  the 
time  the  additional  unit  for  Phillips  station  was  ordered, 
disclosed  that  in  the  case  of  Duquesne  Light  Company  it 
would  not  be  necessary  to  do  any  permanent  financing  of 
any  kind  in  connection  with  the  construction  of  such  a  unit, 
at  least  for  a  number  of  years.  In  fact,  the  facts  since  de¬ 
veloped  have  disclosed  that  Duquesne  Light  Company  can, 
in  addition  to  providing  for  its  other  operating  require¬ 
ments,  refund  its  outstanding  3%  per  cent  bonds  in  the 
amount  of  $70,000,000  and  its  outstanding  5  per  cent  [3422] 
preferred  stock  in  the  amount  of  27 Y>  million  dollars,  which 
refunding  would  involve  premiums  and  expenses  in  excess 
of  at  least  $5,000,000,  and  can  do  the  necessary  work  of 
constructing  the  facilities  appurtenant  to  the  installation 
of  the  additional  unit  at  Phillips  station,  which  will  not  be 
delivered  until  September  1,  1949,  without  doing  any  per¬ 
manent  financing  for  at  least  a  period  of  years. 

As  the  cash  flow  statement  for  the  years  1947  and  1948 
of  Duquesne  Light  Company  which  were  furnished  to  the 
staff  at  the  last  session  of  these  hearings  discloses,  with 
the  refunding  operations  to  which  I  refer  and  the  construc¬ 
tion  program  presently  planned  by  Duquesne  Light  Com¬ 
pany  for  the  immediate  future  the  company  would  have 
left  at  the  end  of  1948,  without  any  financing  of  any  kind, 
long  or  short-term,  a  substantial  cash  balance,  in  the  neigh- 
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borhood,  I  believe,  of  several  million  dollars.  It  is  true  that 
the  company’s  estimates  disclose  the  need  for  some  per¬ 
manent  financing  in  the  year  1950.  It  is  likewise  true  that 
some  temporary  bank  loans  are  contemplated  in  the  year 
1949.  It  is  proposed  that  the  bank  loans  in  1949  precede 
the  permanent  financing  to  which  I  refer  in  1950,  for  the 
reason  that  it  is  difficult  to  estimate  precisely  how  much 
new  money  the  company  will  require  on  a  permanent  basis 
and  it  is  felt  that  bank  borrowings  in  the  year  1949,  which 
it  is  estimated  will  not  exceed  approximately  $9,000,000 
maximum  amount,  would  serve  two  purposes:  (1)  It  [3423] 
will  permit  the  company  to  obtain  for  that  short-term  period 
its  money  at  the  lowest  possible  cost;  (2)  It  will  permit 
the  company  to  estimate  more  precisely  the  amount  of 
money  that  will  have  to  be  raised  through  long-term  or 
permanent  financing  and  wrill  thereby  guard  against  the 
possibility  of  the  issuance  of  an  unnecessarily  large  amount 
of  securities  of  a  long-term  character  and  will  thereby 
avoid  burdening  the  company  with  unnecessary  fixed 
charges. 

The  Examiner:  What  would  be  the  cost  of  that  60,000 
unit? 

The  Witness:  I  think  the  generating  unit  itself  is  pres¬ 
ently  estimated  to  cost  about  8Vc  million  dollars. 

In  addition,  of  course,  other  appurtenant  facilities  would 
be  required  in  connection  with  the  operation  of  that  unit. 

I  was  going  to  add  that,  in  addition  to  what  I  have  said, 
even  in  1950  there  would  appear  to  be  no  necessity,  nor 
would  it  appear  to  be  advisable,  for  the  company  to  issue 
common  stock  as  a  means  of  obtaining  the  funds  which  it 
will  require  at  that  time.  As  the  evidence  in  this  case  al¬ 
ready  shows,  capital  ratios  of  Duquesne  Light  Company 
at  December  31,  1946  were :  Long-term  debt,  43.1  per  cent  ; 

Preferred  stock,  16.9  per  cent ;  and 
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Common  stock  and  surplus,  40  per  cent. 

In  view  of  this  fact  in  our  judgment  it  is  advisable,  we 
believe,  to  obtain  the  new  money  required  in  1950  through 
the  issuance  first  of  additional  bonds  up  to  the  extent  of  the 
[3424]  appropriate  or  permissible  capital  ratio  of  50  per 
cent  and,  secondly,  through  preferred  stock  up  to  the  proper 
or  permissible  ratio  of  25  per  cent,  and  it  is  my  present 
recollection  that  on  the  most  extreme  basis  the  new  money 
requirements  of  Duquesne  Light  Company  even  as  far  as 
the  year  1950  is  concerned  would  not  require  the  issuance 
of  preferred  stock  that  would  increase  the  ratio  of  pre¬ 
ferred  stock  to  25  per  cent. 

By  Mr.  Guitmann: 

Q.  So  that  to  the  extent  that  Mr.  Crowley  indicated  in 
his  statement  on  December  19,  1946  that  the  probability  of 
necessity  for  the  issuance  and  sale  of  common  stock  in  so 
far  as  Duquesne  is  concerned,  you  do  not  agree  with  him? 
A.  I  do  not,  and  based  upon  the  actions  taken  since  that 
time  I  know  that  my  views  as  just  expressed  coincide  en¬ 
tirely  with  Mr.  Crowley’s  present  views. 

The  Examiner:  Xow,  that  difference  of  40  per  cent  on 
mortgage  bonds  and  up  to  25  per  cent  on  senior  securities, 
overall  what  does  that  amount  to? 

The  Witness:  Figuring  the  matter  here,  although  these 
figures  I  would  prefer  to  have  treated  as  approximate,  in¬ 
dicate  that  the  issuance  of  additional  bonds  and  preferred 
stocks  up  to  the  permissible  limits  of  50  per  cent  for  bonds 
and  25  per  cent  for  stock  would  permit  the  issuance  of 
additional  bonds  and  stock  in  the  principal  amount  of  more 
than  $35,000,000. 

[3425]  The  Examiner:  $35,000,000? 

The  Witness:  Yes. 

The  Examiner:  And  how  much  for  bonds? 
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The  Witness:  Not  quite  $11,000,000,  on  the  basis  of  my 
figures. 

The  Examiner:  $9,000,000  on  the  bonds? 

The  Witness:  No — not  quite  $11,000,000. 

The  Examiner:  And  the  balance  on  preferred  stock. 

Now,  assuming  that  in  1950  or  before  you  have  a  new 
mortgage  and  there  is  a  60  per  cent  clause  in  it,  that  would 
cut  your  $11,000,000  on  the  bonds  to  about  $6,000,000, 
wouldn’t  it? 

The  Witness:  Well,  it  would  cut  down  the  permissible 
amount  of  free  bonds  that  you  have  under  your  mortgage 
under  those  terms,  that  is  correct. 

The  Examiner:  So  that  you  will  have  about  $6,000,000 
of  new  money  for  bonds,  and  how  much  would  you  say  pre¬ 
ferred  stock? 

The  Witness:  Well,  the  preferred  stock  ratio,  of  course, 
is  very  low,  being  17  per  cent,  and  the  permissible  ratio 
would  permit  the  issuance  of  over  $15,000,000  of  preferred 
stock  and,  as  I  have  already  indicated,  the  present  esti¬ 
mates  of  Duquesne  Light  Company  with  regard  to  its  re¬ 
quirements  for  new  money  through  1950  indicate  that  it 
will  not  be  necessary  to  issue  bonds  and  preferred  stock 
up  to  the  permissible  limit  of  50  per  cent  and  25  per  cent 
respectively. 

[3426]  By  the  Examiner: 

Q.  Do  you  think  such  a  program  as  you  have  outlined, 
Mr.  Fleger,  in  view  of  the  fact  there  is  $500,000,000  worth 
of  refunding  of  utility  senior  securities  overhanging  the 
market  at  the  present  time,  and  in  the  year  1947  there  is 
$1,500,000,000  of  new  securities  coming  on  the  market,  and 
$2,000,000,000  for  the  year  1948,  do  you  think  it  would  be 
wise  to  issue  notes  for  your  refinancing,  or  do  you  think  it 
would  be  better  to  go  ahead  now?  A.  I  have  already  ex- 
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pressed  myself  on  that  subject.  I  believe  I  stated  that  we 
feel  the  permanent  financing  which  we  presently  visualize 
for  1950  and  which  subsequent  experience  may  indicate  is 
not  entirely  necessary,  should  be  preceded  by  temporary 
bank  borrowings  in  the  year  1949  in  order,  first,  to  obtain 
the  lowest  cost  of  money  during  that  temporary  period, 
and,  secondly,  to  avoid  the  issuance  of  an  unnecessarily 
large  amount  of  long-term  debt  or  preferred  stock. 

As  I  have  already  stated,  the  additional  generating 
unit  which  was  ordered  in  January  of  1947,  and  which  gives 
rise  to  a  major  part  of  the  construction  program  of  the 
company  during  the  ensuing  five  years  will  not  be  deliv¬ 
ered  until  the  year  1949.  In  that  interim  substantial 
changes  may  occur  which  will  affect  the  electric  demand 
which  was  the  thing  the  company  must  meet,  and  that  in 
turn  may  affect  the  requirements  for  new  construction,  and 
that  in  turn  will  necessarily  affect  the  amount  [3427]  of 
new  money  which  the  company  will  require  in  that  year. 

Q.  Your  views  that  you  have  just  expressed,  Mr.  Fleger, 
are  considered  the  needs  for  your  company  only,  separate 
and  apart  from  the  needs  of  the  industry  as  a  whole,  are 
they  not  ?  A.  That  is  correct.  I  think  it  is  impossible  to 
generalize  on  a  matter  of  this  kind.  We,  of  course,  are 
familiar  in  a  general  way  with  the  capacity  situation  in  the 
industry,  and  it  is  clear  when  we  look  at  the  position  of 
other  companies  that  each  case  must  be  considered  in  the 
light  of  the  circumstances  confronting  the  particular  com¬ 
pany. 

Q.  You  recognize,  do  you  not,  that  your  views  are  in 
direct  conflict  with  the  views  expressed  by  Commissioner 
McEntire  as  recently  as  last  week,  before  the  National 
Association?  A.  I  am  only  familiar  with  Commissioner 
McEntire ’s  remarks  on  the  basis  of  press  reports  which  I 
have  seen. 

Q.  I  think  the  entire  speech  should  be  made  a  part  of 
this  record — do  you  have  any  objection! 
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Mr.  Hackney:  I  haven’t  seen  it  yet.  I  have  only  seen 
the  press  reports. 

The  Examiner:  We  will  get  it. 

The  TFitness:  Based  upon  the  press  reports  which  I 
have  seen  of  Commissioner  McEntire’s  speech,  I  would  say 
there  is  nothing  in  what  I  have  said  which  is  in  conflict  with 
what  he  stated. 

[342S]  The  Examiner:  Mr.  Fleger,  would  you  like  to 
see  his  whole  speech  and  the  chart  ? 

The  Witness:  Yes,  I  would. 

The  Examiner :  We  will  take  a  recess  and  we  will  get  it. 

(At  this  point  a  short  recess  was  taken,  after  which  the 
hearing  was  resumed.) 

The  Examiner:  Let  the  hearing  come  to  order. 

The  Witness:  Mr.  Examiner,  I  note  here  that  Commis¬ 
sioner  McEntire’s  speech  covers  32  pages,  and  contains  at 
a  hurried  glance  a  substantial  volume  of  statistics  and 
graphs.  I  question  whether  I  would  be  able  without  con¬ 
siderable — 

The  Examiner:  Supposing  you  read  it  during  lunch 
hour,  Mr.  Fleger? 

The  Witness:  I  was  going  to  say  I  would  not  want  to 
undertake  to  discuss  intelligently  a  speech  of  this  magni¬ 
tude,  covering  the  range  that  it  does,  being  entitled  “An 
analysis  of  the  capital  structure  of  electric  utilities,  yester¬ 
day,  today,  and  tomorrow,”  without  considerable  time  to 
study  it. 

The  Examiner:  I  would  like  your  views  after  you  have 
looked  at  it. 
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By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  with  regard  to  Equitable  Gas,  Pitts¬ 
burgh  &  West  Virginia  and  Kentucky-West  Virginia  Gas 
Companies,  is  there  any  major  construction  program  con¬ 
templated  with  regard  to  them  or  any  of  them?  A.  It 
all! depends  on  what  you  mean  by  “Major”  but  I  will  [3429] 
say  this :  The  construction  requirements  of  the  companies 
that  you  have  mentioned  as  presently  visualized  by  us  will 
not  require  any  new  money  to  be  obtained  by  any  one  of 
the  companies. 

Q.  How  will  it  be  financed,  Mr.  Fleger — out  of  cash 
balances  and  depreciation  moneys?  A.  That  is  correct. 

Q.  Can  you  give  us  any  estimate  of  the  magnitude  in 
dollars  of  contemplated  construction  for  these  gas  com¬ 
panies?  A.  I  don’t  believe  I  would  be  able  to  give  a 
figure  that  I  would  consider  reasonably  accurate  without 
giving  some  study  to  that  matter.  I  might  add  that  the 
reason  for  that  is  that  the  consideration  of  the  construction 
requirement  of  those  companies  in  the  immediate  future 
did  not  indicate  any  substantial  need  or  any  need  for  new 
money,  and  no  study  of  the  construction  requirements  was 
made  in  the  case  of  those  companies  similar  to  that  in  the 
case  of  Duquesne  Light  Company. 

For  the  further  reason  that  there  did  not  appear  to  be 
any  need. 

Q.  Is  there  presently  in  prospect  any  major  well-dril¬ 
ling  activity  ahead  for  Kentucky-West  Virginia?  A. 
The  well-drilling  program  of  that  company  for  the  imme¬ 
diate  future  contemplates,  generally  speaking,  a  continua¬ 
tion  of  the  drilling  program  that  has  been  pursued  in  the 
past  few  years.  I  think  the  drilling  of  about  the  same  num¬ 
ber  of  wells  that  have  been  drilled  in  the  past  few  years 
will,  on  the  [3430]  basis  of  rate  of  depreciation  in  the 
existing  wells,  do  a  little  better  than  maintain  present  de¬ 
livery  billing. 
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Q.  In  the  light  of  your  future  forecast  do  you  anticipate 
the  requirement  of  deeper  well  drilling  for  Kentucky-West 
Virginia  than  has  been  the  case  in  the  past  ?  A.  Deeper 
well  drilling  has  been  required  for  several  years  now  in  a 
portion  of  the  gas  fields  owned  by  Kentucky-West  Virginia 
Gas  Company.  We  have  found  in  our  exploration  in  the 
past  three  or  four  years  that  in  the  drilling  of  the  eastern 
end  of  our  fields,  generally  in  the  vicinity  of  Pike  County, 
that  due  to  the  slope  of  the  geological  formation  to  the 
southeast,  that  the  wells  in  that  area  have  had  to  be  drilled 
somewhat  deeper  on  the  average  than  the  wells  in  the 
balance  of  the  territory. 

However,  the  eastern  portion  of  the  gas  fields  of  Ken¬ 
tucky-West  Virginia  Gas  Company  to  which  I  refer,  repre¬ 
sent  a  relatively  small  portion  of  the  total  area  drilled  hv 
the  company.  The  major  part  of  the  producing  fields  are 
found  to  the  west  of  the  territory  to  which  I  refer. 

Q.  Mr.  Fleger,  I  understand  that  Kentucky-West  Vir¬ 
ginia  was  charged  rent  for  its  occupancy  at  435  Sixth 
Avenue  Building  for  the  first  time  in  the  year  1944 ;  is  that 
correct  ?  If  so,  why  was  that  ?  A.  I  think  that  is  correct, 
and  I  believe  that  I  referred  to  that  in  my  prior  testimony 
when  I  indicated  that  Kentucky-West  Virginia  Gas  Com¬ 
pany  was  not  until  comparatively  recently  [3431]  a  par¬ 
ticipant  in  the  General  Departments’  activities  of  the  com¬ 
panies  in  the  Philadelphia  Company  group. 

That  was  due  to  the  relatively  small  amount  of  time  and 
attention  given  by  people  in  the  General  Departments  to 
the  affairs  of  the  Kentucky-West  Virginia  Gas  Company. 
In  recent  years  there  has  been  an  increase  in  those  activities 
and  there  has  been  an  adjustment,  therefore,  in  the  charges 
made  by  the  General  Departments,  against  that  company, 
and  the  inclusion  of  the  rent  charged  represented  merely 
another  step  in  that  process. 

Q.  Can  you  tell  us  who  prepared  the  original  cost 
studies  for  Kentucky- West  Virginia  and  where  those  were 
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prepared?  A.  The  work  was  carried  on  at  Ashland, 
Kentucky,  under  the  direction  of  an  engineer  who  has  since 
died,  and  whose  name  I  cannot  recall.  The  actual  assembly 
of  the  information  was  conducted  by  the  personnel  at  Ash¬ 
land  under  the  direction  of  this  individual.  The  gentleman 
to  whom  I  referred  I  believe  had  had  some  prior  experience 
in  the  original  cost  studies  in  Pittsburgh  and  for  that  reason 
was  delegated  the  responsibility  of  heading  up  the  original 
cost  study  for  Kentucky-West  Virginia  Gas  Company  and 
as  I  have  already  testified,  that  original  cost  study  has  been 
approved  by  the  Federal  Power  Commission  and  the  Ken¬ 
tucky  Public  Service  Commission. 

Q.  He  was  an  outside  engineer,  I  take  it,  and  not  an  em¬ 
ployee  of  the  company?  [3432]  A.  No,  he  was  an  em¬ 
ployee  of  the  Company. 

Q.  So  that  in  connection  with  the  original  cost  studies 
of  the  Kentucky-West  Virginia,  is  it  true  that  no  services 
of  the  original  cost  and  property  evaluation  division  of  the 
Accounting  Department  of  the  General  Departments  of  the 
Philadelphia  Company  and  subsidiaries  were  employed? 
A.  That  is  my  recollection. 

Q.  Is  it  not  a  fact,  Mr.  Fleger,  that  in  1943  or  in  1944 
the  contract  between  Pittsburgh  and  West  Virginia  Gas 
Company  and  Equitable  Gas  Company  for  the  purchase  and 
sale  of  gas  was  permitted  to  expire?  A.  Well,  I  wouldn’t 
say  it  was  permitted  to  expire.  Again,  I  have  already  ex¬ 
plained  in  my  previous  testimony  what  occurred  there, 
namely,  that  the  contract  by  its  terms  did  expire  about  the 
time  that  you  speak  of.  At  that  time,  however,  there  was 
pending  a  rate  decision  before  the  Federal  Power  Commis¬ 
sion  involving  the  rates  charged  under  that  contract. 

The  Equitable  Gas  Company  and  Pittsburgh  &  West 
Virginia  Gas  Company  did  not  take  the  trouble  to  execute 
a  new  contract,  but  merely  continued  to  operate  under  the 
old,  recognizing,  as  they  did,  that  the  rate  to  be  charged  in 
the  future  would  necessarily  be  fixed  by  the  Federal  Power 
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Commission.  It  was  the  intention  of  the  parties,  if,  as  and 
when  the  Federal  Power  Commission  disposed  of  the  pend¬ 
ing  rate  proceedings  of  Pittsburgh  &  West  Virginia  Gas 
Company,  to  make  a  new  contract  [3433]  for  the  sale  of 
gas  by  that  company  to  Equitable  Gas  Company.  The  Fed¬ 
eral  Power  Commission,  I  might  say,  is  on  notice  of  the 
facts  which  I  have  just  mentioned. 

Q.  Now,  Mr.  Fleger,  in  the  course  of  testimony  taken  on 
July  10, 1945,  before  the  Federal  Power  Commission  in  City 
of  Pittsburgh,  Complainant,  vs.  Pittsburgh  &  West  Vir- 
gina  Gas  Company  and  Kentucky-West  Virginia  Gas  Com¬ 
pany,  defendants,  and  in  the  matter  of  Pittsburgh  &  West 
Virginia  Gas  Company  and  Kentucky-West  Virginia  Gas 
Company,  being  respectively  Dockets  Nos.  G-627  and  G-635, 
at  pages  493  and  494  of  the  transcript,  Mr.  Hartsen,  who 
testified  that  he  was  Vice  President  and  General  Manager 
of  Pittsburgh-West  Virginia  and  of  Equitable,  stated  that 
while  Pittsburgh  &  West  Virginia  and  Equitable — and  now 
I  quote — “are  two  separate  corporate  companies,  they  op¬ 
erate  as  a  single  entity”. 

Do  you  agree  with  that  statement?  A.  I  agree  with 
it  on  the  basis  of  my  understanding  of  what  Mr.  Hartsen 
means  by  that  statement,  because  I  happen  to  recall  that 
statement,  and  discussed  it  with  Mr.  Hartsen,  and  my  con¬ 
versation  with  him  indicated  that  he  was  speaking  in  oper¬ 
ating  terms  and  clearly  had  in  mind  the  fact  that  the  two 
operations  were  conducted  on  a  coordinated  basis  from  an 
operating  standpoint.  He  prefaced  his  remarks,  and  your 
reading  of  his  testimony  indicated,  by  a  statement  that  the 
two  companies  were  two  separate  entities.  I  think  his  testi¬ 
mony  is  entirely  consistent  with  the  evidence  that  has 
been  presented  by  us  [3434]  in  this  proceeding,  in  that 
while  the  companies  are  separate  entities,  in  the  interest 
of  securing  maximum  economies,  the  operations  and  the 
conduct  of  the  personnel  handled  on  a  coordinated  basis 
and  joint  operations  and  activities  are  employed  to  the 
maximum  extent. 
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Q.  Again  in  that  same  transcript  at  page  512,  Mr. 
Fleger,  Hartsen  testified  that  from  1937  to  1944  there  had 
been  a  reduction  in  the  average  price  paid  by  Pittsburgh 
&  West  Virginia  to  Kentucky -West  Virginia  from  18.04 
to  15.63  cents,  or  about  2.4  cents  reduction,  and  in  that  same 
period  the  corresponding  reduction  in  the  average  price 
paid  by  Equitable  to  Pittsburgh,  Mr.  Hartsen  said,  was 
from  27.53  cents  to  26.669  cents,  per  thousand,  or  about 
.9  cents  reduction. 

Can  you  explain  why  the  reduction  in  the  average  price 
paid  by  Pittsburgh  &  West  Virginia  to  Kentucky -West 
Virginia  was  not  passed  along  to  Equitable?  A.  Well, 
it  wasn't  passed  along  to  Equitable  in  the  sense  that  you 
evidently  mean  because,  in  the  first  place,  the  companies 
had  contracts  which  provided  the  basis  on  which  they  should 
pay  for  the  gas  which  has  definite  terms  to  run,  and  by 
their  terms  the  contracts  were  different  with  respect  to  how 
the  demand  charge  effect,  because  there  was  none  literally 
in  the  Equitable  and  Pittsburgh  &  WTest  Virginia  contract 
— and  the  commodity  charge,  were  [3435]  related. 

The  contract  between  Kentucky-West  Virginia  Gas  Com¬ 
pany,  and  Pittsburgh  &  West  Virginia  Gas  Company,  which 
is  the  same  in  its  terms  as  the  contract  between  Kentucky- 
West  Virginia  Gas  Company  and  Louisville  Gas  &  Electric 
Company,  has  a  combination  demand  charge  block-type 
rate.  There  is  a  specified  charge — I  believe  it  is  is  $12,500 
a  year — for  each  1,000,000  cubic  feet  of  maximum  daily  de¬ 
mand. 

There  is  a  commodity  charge  of  16  cents  per  thousand 
cubic  feet  of  gas  purchased  during  the  contract  year,  14 
cents  for  the  second  500,000,000  cubic  feet  and  12  cents  for 
all  purchased  over  this  amount. 

[3436]  That  contract,  of  course,  was  drawn  having  in 
mind  that  since  Kentucky-West  Virginia  Gas  Company  had 
two  primary  customers,  which  incidently  buy  about  98  per 
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cent  of  its  total  output — namely,  Pittsburgh  and  West  Vir¬ 
ginia  Gas  Company  and  Louisville  Gas  and  Electric  Com¬ 
pany — and  in  view  of  the  fact  that  the  requirements  of 
those  two  customers  were  radically  different,  and  their 
demand  was  radically  different,  and  since  it  was  anticipated 
that  that  demand  would  continue  to  vary  from  year  to  year, 
it  was  felt  that  in  order  to  insure  equitable  treatment  from 
a  rate  standpoint  between  those  two  customers  in  terms 
of  charging  them  for  the  service  actually  provided,  that  a 
demand  charge  should  be  required. 

For  example,  Louisville  Gas  &  Electric  Company,  which 
does  not  have  any  substantial  amount  of  storage  capacity, 
has  a  very  substantial  variation  in  its  winter  demand  for 
gas  upon  Kentucky-West  Virginia  Gas  Company  than  its 
summer  demands. 

On  the  other  hand,  the  winter  demand  of  Louisville  Gas 
&  Electric  Company  requires  that  Kentucky-West  Virginia 
Gas  Company  do  a  certain  amount  of  drilling,  install  a 
certain  amount  of  facilities  to  insure  the  delivery  of  that 
amount  of  gas  in  the  winter  months,  irrespective  of  the 
total  amount  of  gas  Louisville  Gas  &  Electric  Company 
might  take  throughout  the  year. 

The  demand  charge  was  designed  to  compensate  for  that 
investment  and  expense  being  incurred  by  Kentucky  West 
Virginia  [3437]  Gas  Company. 

In  the  case  of  the  contract  between  Pittsburgh  and  West 
Virginia  Gas  Company  and  Equitable  Gas  Company,  that 
situation  is  not  obtained  in  that  there  is  no  customer  served 
by  Pittsburgh  and  West  Virginia  Gas  Company  comparable 
to  Equitable  Gas  Company.  Its  customers  other  than 
Equitable  Gas  Company,  are  either  a  limited  number  of 
retail  customers  in  West  Virginia,  or  a  few  wholesale  con¬ 
tracts  that  are  relatively  small  as  contrasted  with  the  Equi¬ 
table  Gas  contract.  Therefore,  it  was  never  considered 
necessary  that  there  be  a  demand  charge  as  such  in  the  con¬ 
tract  between  Pittsburgh  and  West  Virginia  Gas  Company 
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and  Equitable.  That  contract  as  it  is  now  being  adminis¬ 
tered  calls  for  merely  a  variation  in  the  commodity  charge 
for  the  various  blocks  of  consumption,  there  being  three 
steps. 

Now,  in  addition  to  that  the  mere  fact  that  a  reduction 
in  the  rate  charged  by  Kentucky  West  Virginia  Gas  Com¬ 
pany  to  Pittsburgh  and  West  Virginia  Gas  actually  become 
effective  and  was  proper,  is  no  measure  of  what  adjustment, 
if  any,  should  be  made  in  the  charge  between  Pittsburgh 
and  West  Virginia  Gas  Company  and  Equitable  Gas  Com¬ 
pany,  for  the  reason  that  the  operating  conditions  affect¬ 
ing  the  Kentucky  West  Virginia  Gas  Company  and  those 
affecting  Pittsburgh  and  West  Virginia  Gas  Company  are 
radically  different. 

The  Pittsburgh  and  West  Virginia  Gas  Company’s  gas 
fields  [343S]  are  being  substantially  depleted.  On  the 
other  hand,  the  Kentucky  West  Virginia  Gas  Company  has 
substantial  gas  reserves  which  it  is  estimated  will  last  for 
thirty  to  thirty-five  years.  It  is  quite  conceivable  that  a 
reduction  would  be  appropriate  in  the  one  case  and  a  cor¬ 
responding  reduction  not  appropriate  in  the  other  case. 

Finally,  as  I  have  already  testified,  the  rate  charged  by 
Pittsburgh  and  West  Virginia  Gas  Company  at  the  Penn¬ 
sylvania-West  Virginia  State  Line  for  gas  sold  to  Equi¬ 
table  Gas  Company  was  on  the  basis  of  1946  operations 
26.9  cents  per  thousand  cubic  feet,  and  that  contrasts  with 
a  flat  rate  of  28.5  cents  charged  by  the  Hope  Natural  Gas 
Company  for  gas  sold  under  similar  circumstances  at  the 
state  line  to  Peoples  Natural  Gas  Company,  pursuant  to 
the  order  of  the  Federal  Power  Commission  in  the  Hope 
Natural  Gas  rate  case. 

Furthermore,  as  the  record  to  which  you  referred  in  the 
Federal  Power  Commission  proceedings  will  show,  and  as 
the  staff’s  own  figures  show,  the  Federal  Power  Commis¬ 
sion  even  concedes  that  Pittsburgh  and  West  Virginia  Gas 
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Company  is  not  earning  at  the  present  time  on  the  basis 
of  its  present  rates  a  fair  return  on  its  investment.  In 
fact,  it  is  earning  substantially  less  than  a  fair  return  on 
its  investment. 

Q.  You  mentioned  the  staff’s  exhibits  in  the  Federal 
Power  Commission  case.  That  brings  to  mind  another 
question  in  line  with  your  testimony  a  moment  ago  in  which 
you  said  that  [3439]  the  estimated  reserves  in  Kentucky 
West  Virginia  ran  about  35  years!  A.  I  said  30  to  35. 

Q.  Is  it  not  a  fact  that  in  that  case  before  the  Federal 
Power  Commission  the  staff’s  exhibits  indicated  an  esti¬ 
mated  reserve  of  some  seven  years?  A.  I  don’t  recall 
that  figure.  Are  you  sure,  Mr.  Guttmann,  that  that  is  an 
estimate  of  the  reserves,  or  is  it  an  estimate  of  the  reserves 
that  the  staff  thinks  is  appropriate  to  include  in  a  considera¬ 
tion  of  the  investment  on  which  the  company  should  be 
permitted  a  return? 

Q.  In  fairness,  I  will  show  you  what  were  marked  in 
the  Federal  Power  case  Exhibits  1S1  and  1S3,  and  perhaps 
you  can  better  tell  us  then.  A.  I  note  that  Exhibit  181, 
which  you  have  handed  me,  limits  the  estimates  to  recover¬ 
able  natural  gas  reserve  underlying  “Plant  in  Service.” 

I  can’t  recall  what  the  scope  of  that  limitation  “Plant 
in  Service”  was  under  the  Federal  Power  Commission 
staff’s  approach. 

I  would  like  to  verify  the  limits  of  this  study  before  I 
answer  your  question,  Mr.  Guttmann. 

Q.  That  they  do  show - 

Mr.  Hackney:  Excuse  me,  Mr.  Guttmann. 

A.  It  is  my  recollection,  Mr.  Guttmann,  in  that  case  [3440] 
that  at  one  point  in  the  proceedings  the  staff  of  the  Com¬ 
mission  indicated  it  had  a  question  as  to  whether  or  not 
we  should  be  permitted  to  earn  on  all  of  the  gas  properties 
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since  they  considered  that  a  substantial  portion  of  them, 
in  view  of  the  magnitude  of  the  reserves,  would  constitute 
reserves  held  for  future  use  and  which  should  not  be 
charged  against  the  present  consumers  of  the  company. 

By  Mr.  Guttmann: 

Q.  But  subject  to  whatever  basis,  which  you  are  not 
presently  able  to  tell  us,  formed  the  basis  for  these  exhibits 
it  is  true,  is  it  not,  that  they  show  an  estimated  reserve  life 
of  six  to  seven  years  ?  A.  I  would  like  to  have  a  chance  to 
study  them  before  I  answer  your  question. 

Q.  Now,  Mr.  Fleger,  in  the  U-5-S  1946  filing  of  Standard 
Gas  and  Electric  Company,  Item  16(d),  which  appears  at 
Page  37  of  that  filing,  discloses,  and  I  quote : 

“On  August  15,  1940,  an  agreement  was  made 
between  Standard  Gas  and  Electric  Company  and 
Bernard  W.  Lynch  (formerly  president  and  a  direc¬ 
tor  of  the  company)  pursuant  to  which  the  company 
delivered  to  him  annuity  policies  providing  for  aggre¬ 
gate  annual  payments  of  $15,000  to  him  and  his  wife 
during  their  lifetime  in  consideration  of  the  agree¬ 
ment  of  Bernard  W.  Lynch  to  render  to  the  company 
his  services  in  a  technical  and  consultative  capacity 
to  the  [3441]  extent  of  one-half  of  his  business  time 
for  the  period  from  August  15,  1940,  to  August  15, 
1950.  These  policies  cost  the  company  $287,891.42, 
which  amount  was  paid  in  1940.” 

Is  that  the  same  Bernard  W.  Lynch  who  is  disclosed  in 
Mr.  Coffman’s  exhibits  as  now  serving  Philadelphia  Com¬ 
pany  as  financial  adviser  at  a  $10,000  annual  salary?  A. 
It  is. 

Q.  Can  you  tell  us  precisely  what  is  the  nature  of  the 
financial  advice  which  has  been  rendered  by  Mr.  Lynch  to 
Philadelphia  Company?  A.  Mr.  Lynch’s  services  have 
been  of  the  nature  that  his  connection  with  the  company 
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denotes.  Mr.  Lynch  was  until  April  of  this  year,  during 
the  period  of  his  employment  as  financial  adviser  by  Phila¬ 
delphia  Company,  not  only  financial  adviser  to  the  com¬ 
pany,  but  a  director  of  the  company.  Mr.  Lynch,  as  I  have 
already  testified,  has  had  many  years’  experience  with  the 
Standard  Gas  and  Electric  system  and  during  his  connec¬ 
tion  with  the  Standard  Gas  and  Electric  Company,  from 
the  period  that  that  company  acquired  control  of  the  Phila¬ 
delphia  Company,  Mr.  Lynch  had  considerable  contact  with 
the  companies  in  the  Philadelphia  Company  Group.  He  had 
considerable  to  do  with  the  financing  which  the  companies 
in  the  Philadelphia  Company  system  did  between  1925  and 
the  present  time.  Due  to  his  familiarity  with  the  companies, 
their  financial  history,  and  his  [3442]  experience  in  the 
utility  field,  particularly  with  respect  to  financial  matters, 
the  Philadelphia  Company  and  the  Board  of  Directors  of 
the  Philadelphia  Company  have  taken  advantage  of  the 
opportunity  to  consult  with  Mr.  Lynch  on  any  financial 
problems  that  arise  during  the  course  of  normal  operations 
and  any  special  financial  operations  that  are  undertaken  by 
the  companies  from  time  to  time.  It  is  very  difficult  to  out¬ 
line  in  detail  the  nature  of  the  duties  that  he  has  performed 
because  in  their  very  nature  they  are  what  you  might  call 
consulting  in  their  essence  and  it  is  very  difficult  to  state 
precisely  either  how  much  time  is  devoted  by  him  to  his 
activities  in  this  capacity  or  precisely  the  nature  of  the 
work  that  he  performs.  Personally,  I  think  that  it  would 
be  very  short-sighted  for  a  company  or  companies  like 
Standard  Gas  &  Electric  Company  and  Philadelphia  Com¬ 
pany  to  fail  to  avail  themselves,  provided  they  can  be  ob¬ 
tained  on  reasonable  terms,  of  the  services  of  a  man  who 
has  had  the  wide  financial  experience,  and  particularly  with 
these  companies  and  with  the  utility  industry  that  Mr. 
Lynch  has. 

Q.  Well,  am  I  correct  that  Philadelphia  Company  is  a 
subsidiary  of  Standard  Gas  and  Electric  Company,  Mr. 
Fleger?  A.  I  think  the  record  makes  that  quite  plain. 
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Q.  Then  will  you  please  explain  to  me  what  he  does  with 
relation  to  Philadelphia  Company  in  connection  with  his 
$10,000  annual  salary  that  he  is  not  required  to  do  under 
his  agreement  [3443]  with  the  parent,  Standard  Gas  and 
Electric  Company,  under  which  he  is  supposed,  and  again 
I  quote,  “To  render  to  the  company  his  services  in  a  tech¬ 
nical  and  consultative  capacity  to  the  extent  of  one-half  of 
his  business  time”  for  a  ten-year  period  in  return  for  the 
$15,000  annual  annuity?  A.  I  believe  I  have  already  in¬ 
dicated  that  I  have  no  direct  knowledge  of  the  contract 
between  Mr.  Lynch  and  Standard  Gas  and  Electric  Com¬ 
pany  and  I  therefore  am  not  prepared  to  say  what  his 
responsibilities  are  to  Standard  Gas  and  Electric  Company. 
I  am  only  familiar  with  the  nature  of  the  services  which 
he  contracted  to  perform  for  the  Philadelphia  Company. 

The  Examiner:  Does  that  U-5-S  statement  show  who 
paid  the  $2S0,000? 

Mr.  Guttmann:  It  is  indicated,  sir,  that  $287,S91.42  was 
the  cost  to  Standard  Gas  and  Electric  Company  and  was 
paid  by  them  in  1940,  as  shown  at  Page  37. 

Mr.  Hackney:  The  Examiner  will  recall  we  objected  to 
the;  introduction  of  that  as  evidence  against  Philadelphia 
Company  when  that  was  offered  by  the  staff. 

Mr.  Guttmann:  And  it  was  received  in  evidence. 

By  Mr.  Guttmann: 

Q.  Xow,  Mr.  Fleger,  again  referring  to  Standard’s  1946 
TJ-5-S  filing,  and  specifically  to  items  16(a)  and  16(b)  there¬ 
of,  I  note  what  appears  to  be  some  discrepancies  with  re¬ 
gard  to  [3444]  Ward  Perrott  as  between  that  filing  and 
Philadelphia  Company’s  U-5-S  filing  on  Page  29  of  the 
Philadelphia  Company’s  and  Page  33  of  Standard’s.  For 
example,  Philadelphia  Company  shows  Mr.  Perrott ’s  ad¬ 
dress  as  435  Sixth  Avenue,  Pittsburgh,  Pennsylvania, 
whereas  Standard  gives  it  at  231  South  LaSalle  Street, 
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Chicago,  Illinois.  Which  is  the  correct  address  for  Mr. 
Perrott?  A.  I  will  assume  that  it  is  possible  for  a 
person  to  have  two  addresses,  particularly  for  business 
purposes. 

Q.  Where  does  he  reside,  do  you  know?  A.  Mr. 
Perrott ’s  domicile  is  probably  at  Manhasset,  Long  Island. 
As  to  where  he  resides,  I  think  that  is  a  question  of  opinion, 
because  he  spends  a  considerable  part  of  his  time,  I  would 
say  presently  the  major  part  of  his  time,  in  Pittsburgh, 
if  not  virtually  all  of  it,  but  he  does  spend  some  time  in 
Chicago  and  other  places. 

Q.  I  note  also  that  Standard’s  filing  shows  Perrott  as 
director  and  president  of  Louisville  Gas  &  Electric  Com¬ 
pany.  That  is  not  the  operating  company,  which,  in  ad¬ 
dition  to  Pittsburgh  and  West  Virginia  Gas  Company,  is 
the  major  user  of  the  gas  produced  by  Kentucky  West 
Virginia,  is  it?  A.  That  is  Louisville  Gas  &  Electric 
Company  of  Delaware,  which  is  the  parent  of  Louisville 
Gas  &  Electric  of  Kentucky,  the  latter  company  being  the 
operating  company  which  has  the  contract  with  the  Ken¬ 
tucky  West  Virginia  Gas  Company  to  which  [3445]  I  refer. 
Mr.  Perrott  to  my  knowledge  has  no  connection  whatever 
with  the  Louisville  Gas  &  Electric  Company  of  Kentucky. 

Q.  And  the  same  Mr.  Perrott,  according  to  Standard’s 
filing,  appears  as  a  director  of  Public  Utility  Engineering 
and  Service  Corporation.  Do  you  know  if  that  is  a  fact? 
A.  I  wouldn’t  know  whether  that  is  true.  That,  of  course, 
is  a  registered  service  company. 

Q.  Xow,  Mr.  Fleger,  according  to  both  Standard’s  and 
Philadelphia  Company’s  filings,  Mr.  Perrott  receives  an 
annual  compensation  of  $10,000,  divided  as  follows : 

From  Equitable  Gas  Company,  $6200; 

Pittsburgh  West  Virginia,  $3600; 

Finleyville,  $100 ;  and 
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Philadelphia  Oil,  $100. 

Xote  S  at  Page  36  of  Standard’s  U-5-S  shows  the  fol¬ 
lowing  and  I  quote : 

“In  addition  to  the  amounts  shown  as  received 
by  him  in  the  foregoing  schedule,  Mr.  Perrott  re¬ 
ceived  $23,450  from  Standard  Gas  and  Electric  Com¬ 
pany  and  certain  of  its  subsidiaries  in  retainer  fees 
as  technical  adviser  to  such  companies.” 

In  Philadelphia  Company’s  U-5-S  statement,  Xote  16  at 
Page  40  shows  that  Perrott,  in  addition  to  the  $10,000 
annual  salary,  received  from  Philadelphia  Company  $5,000 
additional  in  retainer  fees  as  technical  adviser  to  the  com¬ 
pany.  Xow,  what  [3446]  I  would  like  to  know  is  whether 
that  $5,000  is  included  in  the  other  items  specified  in 
Standard’s  filing  of  $23,450. 

M  r.  Hackney:  If  the  Examiner  please - 

By  Mr.  Guttmann: 

Q.  (Continuing) — or  whether  it  is  additional  thereto. 

Mr.  Hackney:  I  think  we  have  gone  far  enough  and  I 
have  to  object  to  this  question  because  this  witness  obvi¬ 
ously  cannot  be  bound  by  any  statements  made  by  Stand¬ 
ard  Gas  and  Electric.  I  have  no  objection  to  him  being 
asked  about  any  statement  appearing  in  Philadelphia  Com¬ 
pany’s  U-5-S,  but  certainly  he  cannot  be  interrogated  and 
cannot  be  expected  to  know  anything  with  reference  to 
what  is  in  Standard  Gas’s  U-5-S.  Therefore,  I  must  object 
to  the  question. 

The  Examiner:  I  will  overrule  the  objection. 

Mr.  Hackney:  With  an  exception. 

The  Examiner:  You  may  have  an  exception. 

A.  Well,  you  have  mentioned  quite  a  few  figures  and  dates 
there,  Mr.  Guttmann  and,  of  course,  I  can’t  recall  all  of 
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those  details,  but  I  am  under  the  impression  that  Mr.  Per- 
rott  was  not  being  paid  the  $5,000  that  you  spoke  of — I  just 
don’t  recall  what  the  details  are  and  I  would  have  to  re¬ 
fresh  my  recollection  from  the  records  before  I  could 
answer  that  question  with  any  degree  of  certainty. 

By  Mr.  Guttmann: 

Q.  Do  you  know  at  this  time  what  specifically  Perrott 
[3447]  did  to  earn  that  $5,000  in  addition  to  his  $10,000 
from  Philadelphia  Company?  A.  Mr.  Perrott ’s  services 
in  that  connection  covered  quite  a  variety  of  subjects.  Just 
to  illustrate,  he  performed  substantial  services  during  that 
period  in  the  nature  of  keeping  the  company  abreast  of 
developments  with  respect  to  the  proceedings  and  actions 
before  various  Federal  agencies,  including  this  Commis¬ 
sion,  the  Federal  Power  Commission  and  other  similar 
agencies.  He  performs  considerable  services  in  keeping  us 
abreast  of  developments  in  Congress  that  involved  legis¬ 
lation  affecting  the  companies  in  the  Philadelphia  Com¬ 
pany  group.  It  would  be  very  difficult  for  me  to  enumerate 
from  recollection  all  of  the  services  of  a  special  nature 
that  he  performed  during  the  period  that  you  referred  to. 

Q.  Does  he  act  in  the  capacity  of  a  lobbyist  in  Congress? 
A.  He  does  not. 

Q.  Is  he  an  attorney?  A.  He  is  not. 

Q.  And  in  what  regard  does  he  keep  the  companies 
abreast  of  activities  of  this  Commission,  for  example?  A. 
Well,  I  will  be  specific  about  that.  As  you  know,  Mr.  Per¬ 
rott  was  for  a  time  a  member  of  the  staff  of  the  Commission 
and  by  reason  of  his  experience  in  that  capacity  became 
familiar  with  practices  and  policies  of  this  Commission, 
and  that  being  so  it  was  natural  that  we  would  consult  with 
him  [3448]  from  time  to  time  with  respect  to  matters  that 
involved  actions  by  this  Commission  concerning  companies 
in  the  Philadelphia  Company  group. 


2148a  Testimony — Philip  A.  Fleger — Cross. 

[3449]  Q.  In  that  connection  can  you  tell  us  specifically 
what  he  did  in  the  year  1946  so  far  as  the  Securities  and  Ex¬ 
change  Commission  activities  were  concerned?  A.  I 
don’t  think  I  could  be  any  more  specific  than  I  have  been, 
Mr.  Guttmann. 

Q.  Is  this  the  first  year  in  which  he  received  a  $5,000 
specific  fee  in  addition  to  his  annual  compensation  of  $10,000 
from  Philadelphia  Company  and  subsidiaries?  A.  I 
wouldn’t  want  to  rely  on  my  recollection  in  that  respect.  I 
don’t  think  it  is. 

Q.  Now,  referring  to  Philadelphia  Company’s  1946 
U-5-S  statement,  Mr.  Fleger,  I  note  at  pages  43  and  44 
thereof,  under  item  16(g),  entitled  “Contributions  public 
relations  dues  and  advertising,”  that  Duquesne  Light  Com¬ 
pany  paid  $10,316.66  to  Ketchum,  Incorporated,  for  public 
relations.  Apparently  there  was  no  such  item  or  any  sim¬ 
ilar  item  charged  against  any  of  the  gas  companies.  Can 
you  explain  why  the  item  of  $10,516.66  was  charged  against 
Duquesne  for  that  calendar  year  ended  December  31,  1946 
and  why  there  was  no  public  relations  work  apparently  ne¬ 
cessitated  for  the  gas  companies  in  that  period?  A.  Yes, 
I  can  explain  that.  In  the  early  part  of  1946  the  Independ¬ 
ent  Association  of  Employees  of  Duquesne  Light  Company, 
which  is  the  union  which  represents  the  employees  of  that 
company,  struck.  That  was,  I  believe,  the  first  major  power 
strike  affecting  the  major  community  that  had  ever  been 
effected  [3450]  by  any  labor  union.  The  strike  was  of  very 
short  duration  but  the  experience  that  the  company  gained 
indicated  the  seriousness  of  such  a  development  not  only 
in  terms  of  the  effect  on  operations  and  the  effect  on  the 
service  to  the  consumers,  but  in  terms  of  the  effect  on  its 
public  relations,  because  it  was  demonstrated  that  in  the 
heat  of  a  controversy  of  that  character  it  apparently  is 
inevitable  that  some,  if  not  all,  of  the  parties  involved  made 
statements  which  were  derogatory,  inflammatory,  and  not 
always  entirely  justified.  Therefore  the  Duquesne  Light 
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Company  retained  the  firm  of  Ketchum,  Incorporated  to 
protect  its  public  relations  position  in  connection  with  the 
power  strike  which  occurred  in  the  fall  of  1946.  The  func¬ 
tion  of  Ketchum,  Incorporated  was  to  advise  the  company 
as  to  the  manner  in  which  it  should  conduct  its  part  of  the 
pending  labor  negotiations  in  a  manner  to  be  calculated  to 
keep  the  public  fully  informed  of  its  side  of  the  controversy. 
This  was  considered  inevitable  as  well  as  advisable  because 
all  of  the  public  authorities,  all  of  the  newspapers,  all  of 
the  radios  clearly  indicated  by  their  conduct  that  they  felt 
that,  due  to  the  fact  that  the  Duquesne  Light  Company  was 
a  public  utility  company,  it  was  a  matter  that  should  be 
given  wide  attention  in  the  public  press  and  on  the  radio. 
That  being  the  case,  I  think  the  company  would  have  been 
negligent  had  it  done  nothing  to  see  to  it  that  its  side  of 
the  controversy  was  fully  and  completely  understood  by 
[3451]  the  public. 

Q.  And  during  that  same  period  there  were  no  strikes 
affecting  any  of  the  other  subsidiaries  of  Philadelphia  Com¬ 
pany?  A.  The  only  other  strike  which  occurred  during 
that  period  was  a  strike  of  the  employees  of  Equitable  Gas 
Company,  or,  I  should  say,  a  portion  of  the  employees  of 
Equitable  Gas  Company.  That  strike  at  no  time  interrupted 
or  in  any  way  affected  the  operations  of  the  Equitable  Gas 
Company.  The  public  was  not  therefore  affected.  There 
was,  therefore,  no  public  interest  involved  in  the  strike  ex¬ 
cept  of  a  very  negligible  character.  There  was,  therefore, 
no  public  relations  problem  involved  similar  to  that  involved 
in  the  Duquesne  Light  Company  strike,  which  did  very  seri¬ 
ously  affect  the  service  of  the  Duquesne  Light  Company 
and  which,  therefore,  did  very  seriously  inconvenience  the 
public  served  by  that  company. 

Q.  Can  you  state  approximately  the  dates  of  the  two 
strikes,  the  duration  of  them?  A.  The  Duquesne  Light 
Company  strike  occurred  in  September  and  October  and 
was  about  29  days’  duration.  The  Equitable  Gas  Company 
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strike  occurred  either  in  the  latter  part  of  1946,  in  Decem¬ 
ber,  or  in  January  of  1947.  It  was  of  11  days’  duration,  but, 
as  I  have  already  stated,  the  employees  made  no  attempt  to 
interfere  with  operations  and  at  all  times  service  to  all  seg¬ 
ments  of  the  public  was  conducted  on  a  normal  basis. 

Q.  Xow,  on  page  44  of  your  filing —  [3452]  A.  I 

might  add  one  other  thing  In  the  Duquesne  Light  strike 
the  issues  between  the  company  and  the  union  were  not 
only  numerous  but  of  tremendous  magnitude.  The  de¬ 
mands  of  the  union  which  were  involved,  involved  a  cost 
to  the  company  in  excess  of  two  and  a  half  million  dollars 
a  year.  In  the  case  of  the  Equitable  Gas  Company  negotia¬ 
tions  every  issue  between  the  parties,  with  the  exception  of 
one,  had  been  settled  and  agreed  upon  and  the  only  issue 
that  remained  was  the  issue  of  wages,  and  while  a  strike 
did  occur,  there  was  at  no  time  any  heat,  as  you  might  say, 
generated  between  the  parties. 

Q.  You  stated  in  the  course  of  your  last  answer  that  the 
cost  to  Duquesne  as  the  result  of  the  strike  would  be  about 
two  and  a  half  million  dollars  a  year.  Is  that  before  or 
after  giving  effect  to  taxes?  A.  I  didn’t  say  the  cost  of 
the  strike  would  be  two  and  a  half  million  dollars  a  year.  I 
said  that  the  demands  made  by  the  union  and  which  were 
in  process  of  negotiations  and  which  negotiations  resulted 
in  the  strike  would,  if  granted,  have  involved  an  aggregate 
cost  in  excess  of  two  and  a  half  million  dollars  a  year. 

Q.  Xow,  at  page  44  of  your  filing  I  find  another  refer¬ 
ence  to  a  public  relations  item  and  that  is  in  the  amount 
of  $1,842.40  representing  payment  by  Monongahela  Street 
Kailwav  Company  to  M.  K.  Mollett  &  Company  for,  and  I 
quote,  “service  of  public  relations  counsel.”  What  is  the 
basis  for  [3453]  that  charge?  A.  I  don’t  recall  the  cir¬ 
cumstances  involving  that  charge. 

Q.  What  need  does  Monongahela  have  for  public  rela¬ 
tions  counsel  under  the  present  setup?  A.  Well,  I,  of 
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course,  have  nothing  to  do  with  the  operations  of  that  com¬ 
pany  and  therefore  wouldn’t  be  prepared  to  say. 

Q.  That  company  has  its  properties  operated  under  lease 
by  Pittsburgh  Railways,  or  a  subsidiary  thereof?  A. 
The  properties  are  being  operated  at  the  present  time  by 
the  trustees  appointed  by  the  Federal  District  Court.  Phila¬ 
delphia  Company  at  the  present  time  has  nothing  to  do 
with  the  operation  of  the  properties  of  the  Monongahela 
Street  Railway  Company  and  hasn’t  had  since  1938. 

Q.  And  prior  to  1938  those  properties  were  operated 
under  lease  ?  A.  They  were  operated  by  Pittsburgh  Rail¬ 
ways  Company  under  an  operating  agreement  with  Con¬ 
solidated  Traction  Company,  which  in  turn  had  a  lease 
covering  the  properties  of  Monongahela  Street  Railway 
Company. 

Mr.  Guttmann:  May  I  have  a  few  minutes’  recess? 

The  Examiner:  We  will  take  a  recess  for  five  minutes. 

(Short  recess.) 

By  Mr.  Guttmann: 

Q.  Now,  Mr.  Fleger,  Philadelphia  Company’s  U-5-S  for 
[3454]  1946  at  pages  48  and  49  thereof,  under  item  16(g), 
subdivision  3,  a  tabulation  showing  all  payments  or  con¬ 
tributions  to  newspaper  press  associations,  newspapers, 
magazines,  or  other  publications  for  institutional  adver¬ 
tising,  or  for  other  advertising  and  for  purposes  other  than 
advertising.  You  show  $111,811.01  paid  by  Duquesne  for 
such  advertising  as  against  only  $9,730.40  by  Equitable  in 
the  same  period.  What  accounts  for  this  huge  difference 
in  the  advertising  costs  and  what  is  entailed  therein? 

[Objection  by  counsel  for  Philadelphia  Company  was 
overruled.] 
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[3455]  A.  Well,  there  are  quite  a  number  of  factors  that 
account  for  the  difference.  I  think  I  can  enumerate  some 
if  not  all  from  recollection.  In  the  first  place,  the  oper¬ 
ation  of  Duquesne  Light  Company  is  much  larger  in  every 
respect  than  that  of  the  Equitable  Gas  Company.  It  serves 
a  much  wider  number  of  customers  and,  in  addition  to  that, 
it  Is  in  competition  not  only  with  the  Equitable  Gas  Com¬ 
pany  but  with  other  gas  companies  that  have  been  mentioned 
in  these  proceedings,  namely,  the  Manufacturers  Light  & 
Heat  Company  and  the  Peoples  Natural  Gas  Company. 
In  addition  the  Duquesne  Light  Company  has  the  problem 
of  securing  substantial  customer  acceptance  of  certain 
types  of  electrical  equipment,  principally  the  electric  range 
and  the  electric  hot  water  heater.  The  Duquesne  Light 
Company,  as  well  as  the  Equitable  Gas  Company,  during 
the  war  mapped  out  a  five-year  sales  program  which  it  pro¬ 
posed  to  put  into  effect  immediately  when  the  war  was  over 
and  immediately  when  it  appeared  that  appliances  would 
be  available  in  reasonable  quantity.  Equitable  Gas  Com¬ 
pany  had  a  similar  program.  Conditions  in  1946  did  affect 
the  disparity  to  some  extent  in  that,  as  was  the  experience 
with  most  gas  companies  in  1946,  [3456]  the  demand  upon 
Equitable  Gas  Company  exceeded  the  supply,  although  it 
is  my  opinion  that  we  were  in  better  position  than  the  other 
companies  in  the  Pittsburgh  district.  This  necessitated 
some  curtailment  of  the  sales  activity  and,  therefore,  the 
advertising  activities  of  the  Equitable  Gas  Company.  It  is 
significant  that  comparisons  with  other  companies  will  show 
that  both  the  Equitable  Gas  Company  and  the  Duquesne 
Light  Company  are  incurring  so  much  greater  expense  for 
advertising  than  are  the  other  companies. 

I  think  figures  that  have  been  introduced  in  evidence  in 
this  case  show  that,  and  that  is  an  indication  of  the  extent 
to  which  both  companies  are  endeavoring  to  increase  their 
revenues  and  endeavoring  to  compete  with  one  another,  as 
well  as  with  outside  companies,  such  as  Manufacturers  Light 
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&  Heat  Company  and  Peoples  Natural  Gas  Company  and 
other  forms  of  fuel,  such  as  coal,  crude  oil,  and  the  like. 

[3457]  I  think  that  in  view  of  the  basic  difference  in  the 
nature  of  the  operations  of  Duquesne  Light  Company,  as 
distinguished  from  Equitable  Gas  Company,  the  difference 
in  the  competitive  factors  involving  the  two  companies,  the 
difference  in  their  size,  it  is  difficult,  if  not  inappropriate, 
or  impractical,  to  make  a  direct  comparison  on  the  sales  or 
advertising  expenses  of  the  one  with  the  other. 

Q.  You  referred  to  what  you  term  differences  in  com¬ 
petitive  factors,  and  you  stated  before  that  Duquesne  is 
competing  not  only  with  Equitable  Gas  but  with  Peoples 
and  Manufacturers.  Isn’t  it  just  as  true  that  the  Equitable 
is  competing  with  Duquesne  and  with  Peoples  and  Manu¬ 
facturers?  A.  The  competition  with  Peoples  and  Manu¬ 
facturers  is  very  limited,  because  by  far  the  greater  part 
of  the  territories  of  the  three  gas  companies  in  Pittsburgh 
do  not  overlap.  The  competition  only  occurs  where  the 
territories  adjoin.  The  Companies  may  have  lines,  there¬ 
fore,  on  either  side  of  the  same  street,  or  in  limited  instances, 
where  they  are  able  to,  by  a  reasonable  amount  of  construc¬ 
tion,  tap  new  territory  that  is  building  now. 

Q.  Is  there  no  competition  so  far  as  industrial  cus¬ 
tomers  are  concerned?  A.  Again  it  is  restricted  by  the 
physical  location  of  the  facilities  of  the  three  companies. 

Q.  But  it  is  certainly  true  that  to  the  same  extent  that 
[3458]  Duquesne  is  in  competition  with  Equitable,  Equi¬ 
table  is  in  competition  with  Duquesne,  is  it  not, — or  should 
be?  A.  Well,  I  would  say  they  are  in  competition  neces¬ 
sarily  in  the  same  areas,  but  the  competition  isn’t  neces¬ 
sarily  the  same  because  in  Pittsburgh,  which  has  been  for 
many  years  a  natural  gas  community,  there  has  been  an 
acceptance  of  gas  appliances,  such  as  gas  ranges  and  hot- 
water  heaters,  that  is  not  present  in  the  electric  industry. 

The  attitude,  for  example,  of  some  of  the  gas  people, 
is  that  there  is  a  definite  limit  to  the  amount  of  electric  hot- 
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water  heaters  and  electric  ranges  a  company  like  Duquesne 
Light  Company  can  sell  in  a  territory  such  as  is  served  by 
the  Equitable  Gas  Company. 

Q.  This  advertising  that  is  referred  to  in  subdivision  3 
of  Item  16-G  of  the  U-5S  statement  of  the  Philadelphia 
Company,  is  it  in  addition  to  the  advertising  handled 
through  the  general  departments,  or  is  it  the  same?  A. 
As  to  Duquesne  Light,  it  would  be  that  handled  through  the 
general  departments,  I  believe.  As  to  the  gas,  I  am  not 
certain  whether  any  portion  of  that  includes  the  joint  adver¬ 
tising  expense  incurred  by  Equitable  Gas  Company  in  con¬ 
junction  with  Peoples  Natural  Gas  Company  and  Manufac¬ 
turers  Light  &  Heat  Company,  which  advertising  is  handled 
through  an  outside  agency. 

Q.  That  joint  natural  gas  advertising  alone  was  very 
much  in  excess  of  the  $9,730  which  was  set  forth  as  repre¬ 
senting  the  total  of  Equitable  Gas  Company’s  gas  adver¬ 
tising  on  page  [3459]  49  of  the  U-5S  statement?  A. 
That  is  my  recollection. 

Q.  So  that  it  wouldn’t  be  included  therein?  A.  I  said 
I  didn't  know  whether  any  portion  of  it  was  included. 

Q.  One  more  question  on  your  U-5S  statement,  Mr. 
Fleger.  On  page  52,  under  Item  18-A  you  have  a  note  which 
reads  as  follows,  and  I  quote : 

“During  the  above  calendar  year  no  amendments 
were  made  to  the  general  department  agreements  set 
forth  in  the  addendum  to  Item  18  of  the  Registrant’s 
Form  U-5B  registration  statement  filed  November 
18,  1940.  While  the  registrant  does  not  consider  the 
aforesaid  agreement  as  constituting  a  service,  sales 
or  construction  contract,  the  registrant  and  its  sub¬ 
sidiaries  are  concerned  with  restricting  the  agree¬ 
ment  ’s  scope,  if  not  eliminating  it  entirely.  ’  ’ 
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The  agreement  which  you  refer  to  in  that  note  is  the 
oral  agreement  which  is  in  evidence  in  this  case,  is  it  not? 
A.  I  would  like  to  look  at  that. 

Mr.  Hackney:  If  your  Honor  pleases,  I  wish  to  make 
the  same  objection  to  this  question  as  I  made  to  the  last. 
This  is  an  item  also  not  in  evidence. 

The  Examiner:  Same  ruling. 

Mr.  Hackney:  May  we  also  have  an  exception? 

The  Examiner:  You  may  have  an  exception. 

[3460]  By  Mr.  Guttmann: 

Q.  Yes,  that  is  Exhibit  26  in  these  proceedings.  A.  I 
am  not  entirely  certain  whether  it  does  refer  to  the  oral 
agreement  covering  the  general  property  arrangements, 
but  it  might  very  well. 

Q.  Perhaps  we  can  refresh  your  recollection  with  the 
filing  itself,  Mr.  Fleger.  What  page  was  that  on,  sir? 
A.  52. 

Q.  I  mean  by  reference  to  the  original  filing  of  the 
U-5B?  A.  Item  18. 

Q.  I  now  show  you  Item  18  of  the  U-5B  statement  in 
this  proceedings,  and  ask  you  whether  that  will  refresh  your 
recollection?  A.  I  still  would  not  be  prepared  to  say 
definitely  that  it  refers  to  the  oral  agreement  covering  the 
general  department  operations. 

Q.  You  have  signed  the  U-5S  statement  for  Philadel¬ 
phia  Company  for  the  year  1946,  have  you  not?  A.  Yes, 
I  have. 

Q.  Can  you  now  tell  us,  if  you  did  not  mean  that  agree¬ 
ment,  and  specify  what  agreement  you  did  refer  to  ?  A. 
I  suspect,  Mr.  Guttmann,  that  there  are  quite  a  few  things 
in  here  that  I  would  not  be  able  to  recall  offhand,  and  this 
is  apparently  one  of  them. 
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Q.  'Will  you  take  time  between  now  and  the  resumption 
of  [3461]  the  hearing,  at  whatever  time  the  Examiner  sets, 
to !  examine  those  records  and  report  hack  as  to  just  what 
specific  agreement  you  referred  to  on  page  52  of  the  U-5S 
statement?  A.  I  would  he  very  glad  to. 

[Luncheon  recess.] 

[3462]  The  Witness:  During  the  noon  recess  I  had  the 
opportunity  to  examine  more  carefully  Exhibits  1S1  and 
1S3  of  the  Federal  Power  Commission  which  Mr.  Guttmann 
referred  to  this  morning  as  establishing  that  the  staff  of 
the  Federal  Power  Commission  had  concluded  that  the  gas 
reserves  of  Kentucky-West  Virginia  Gas  Company  had  an 
estimated  life  of  six  to  seven  years. 

As  I  surmised,  those  exhibits  do  not  purport  to  set 
forth  the  total  estimated  recoverable  gas  reserves  from 
all  of  the  gas  properties  of  Kentucky-West  Virginia  Gas 
Company.  The  estimates  contained  in  these  exhibits  are 
limited,  as  I  indicated  this  morning,  to  the  estimated  future 
recoverable  gas  reserves  under  such  “underlying  plant  in 
service”  as  at  December  31,  1944,  and  an  examination  of 
the  exhibits  indicates  that  the  [3463]  estimate  contained 
in  them  is  limited  to  an  estimate  of  the  recoverable  reserves 
from  the  existing  gas  wells  and  the  deepening  of  those 
wells. 

The  estimate  does  not  include  any  amount  for  recover¬ 
able  gas  reserves  in  acreage  not  presently  drilled  on.  In 
fact,  the  exhibit  numbered  181  says : 

“A  study  of  the  ‘plant  in  service’  acreage  shows 
that  very  few,  if  any  additional  wells  will  be  drilled 
on  it.  When  more  than  one  well  is  planned  to  be 
drilled  on  a  tract,  only  the  acreage  which  is  judged 
to  be  drained  by  the  well  being  drilled  is  transferred 
to  plant  in  service  acreage.” 
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The  report  also  states  that  the  estimates  of  the  recover¬ 
able  reserves  from  existing  -wells  were  compared  with  the 
company’s  estimates.  It  then  says: 

“Although  the  estimates  on  individual  wells 
were  not  always  in  agreement,  the  totals  of  the  two 
estimates  were  surprisingly  close.” 

Continuing  the  quote : 

“The  staff  has  therefore  accepted  the  company’s 
estimate  of  169,422,000  Mcf  as  the  reserves  to  be 
recovered  from  existing  wells.” 

Now,  the  fact  that  they  accepted  the  Company’s  esti¬ 
mates  from  the  recoverable  reserves  from  existing  wells, 
would  indicate  to  me  that  the  method  employed  by  the  Com¬ 
pany  and  the  staff  is  not  substantially  different,  and  it  is 
significant  [3464]  also  that  the  total  plant  in  service 
acreage,  which  is  involved  in  the  FPC  staff’s  estimate 
amounts  to  210,648.70  acres,  whereas  the  balance  of  the 
acreage,  which,  as  I  suspected,  is  classified  as  “held  for 
future  use”  amounts  to  757,884.33  acres,  making  a  total 
of  968,533.03  acres.  In  other  words,  the  plant-in-service 
acreage  accounts  for  only,  in  round  figures,  22  per  cent 
of  the  total  acreage  of  the  Company. 

Also,  during  the  noon  recess  I  had  an  opportunity  to 
verify  the  facts  with  respect  to  the  question  which  Mr. 
Guttmann  asked  concerning  the  note  in  the  first  paragraph 
on  page  52  of  the  U-5S  of  the  Philadelphia  Company  for 
the  year  1946,  and  I  might  say  that  in  the  process  of  verify¬ 
ing  the  facts  here  I  took  the  precaution  of  talking  with  Mr. 
H.  G.  Wasson,  Jr.  of  the  Law  Department  of  our  companies, 
whom  I  referred  to  in  my  prior  company  as  being  the  indi¬ 
vidual  that  prepared  the  report  on  the  general  department 
set-up  of  the  Philadelphia  Company  group  that  was  filed 
with  the  Commission  in  1940,  and  after  verifying  the  facts, 
Mr.  Wasson  and  I  both  agreed  that  (1),  the  note  referred 
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to  by  Mr.  Guttmann  on  page  52  of  the  1942  U-5S  of  Phila¬ 
delphia  Company  does  refer  to  the  agreement  that  has  been 
described  in  these  proceedings  as  the  General  Department 
agreement. 

By  Mr.  Guttmann: 

Q.  That  is  Exhibit  26  of  the  Philadelphia  Company? 
A.  Exhibit  26  of  the  Philadelphia  Company. 

In  addition,  the  statement  reads  as  follows  in  that  note : 
[3465]  “While  the  registrant  does  not  consider  the  afore¬ 
said  agreement  as  constituting  a  service,  sales  or  construc¬ 
tion  contract,  the  registrant  and  its  subsidiaries  are  con¬ 
cerned  with  restricting  the  agreement’s  scope,  if  not  elimi¬ 
nating  it  entirely.” 

When  the  discussions  were  being  held  in  1939,  1940  or 
thereabouts,  between  company  representatives  and  the  staff, 
I  think  it  is  the  Section  13  group,  concerning  the  general 
department  set-up  of  the  Philadelphia  Company  group, 
the  staff,  in  addition  to  taking  the  position  that  a  service 
activity  was  involved,  a  position  which  we  disagreed  with 
completely,  expressed  a  desire  to  have  the  company  alter 
the  arrangement  in  some  respect.  The  company  undertook 
to  look  into  the  general  department  set-up  with  the  view 
to  determining  what,  if  any,  changes  or  improvements  might 
be  made  in  the  arrangement  which  would  have  the  effect 
of  reducing  the  scope  of  the  operation. 

The  words  “if  not  eliminating  it  entirely”,  were  ex¬ 
pressly  inserted  in  the  U-5S  statements  for  the  various 
years,  this  statement  having  appeared  for  a  number  of  years 
back,  because  the  company  was  satisfied  that  in  no  event 
would  it  be  feasible  or  advisable,  in  the  company’s  opinion, 
to  eliminate  the  arrangement  entirely,  and  therefore,  the 
undertaking  was  merely  restricted  to  an  examination  to 
determine  whether  or  not  the  scope  of  the  arrangement 
could  be  restricted. 
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[3466]  As  a  result  of  the  consideration  given  to  the 
matter  since  the  discussions  to  which  I  referred,  the  com¬ 
pany  has  concluded  that,  in  so  far  as  the  basic  provisions 
of  the  general  department  arrangement  are  concerned,  that 
no  limitation  of  the  scope  of  the  arrangement  or  change 
in  the  arrangement  is  feasible  or  advisable.  The  only 
changes  that  have  been  considered  by  the  company  to  be 
practical  are  those  involving  an  adjustment  in  the  method 
of  calculating  costs  in  the  light  of  additional  experience 
from  year  to  year,  adjustments  in  the  arrangement  to  give 
effect  to  changes  in  the  operating  setup,  several  of  which 
I  referred  to  in  my  prior  testimony,  the  principal  one 
being  the  removal  of  the  sales  groups  of  the  gas  company 
and  the  electric  company  from  the  general  department 
setup  when  in  about  1942  the  sales  activities  were  put  under 
separate  direction.  The  other  which  I  referred  to  involved 
the  change  in  the  presidents’  departments  of  the  various 
companies  and  the  creation  of  the  new  executive  department 
of  Philadelphia  Company. 

Q.  Mr.  Fleger,  you  testified  a  moment  back  that  the 
company  has  concluded  that  no  basic  changes  should  be 
made  in  the  agreement,  and  so  forth.  What  was  the  date 
of  that  conclusion?  A.  We  came  to  that  conclusion  not 
long  after  the  discussions  to  which  I  refer  and  the  report 
which  was  filed  in  1940.  To  the  best  of  my  recollection  sev¬ 
eral  of  the  members  [3467]  of  the  staff,  including  such  men 
as  Mr.  Greene  and  one  or  two  others  whose  names  I  cannot 
recall,  visited  Pittsburgh  after  discussions  here,  or  dis¬ 
cussions  in  Washington,  rather,  and  it  wasn’t  long  after 
that  that  we  determined  that  no  basic  change  was  possible. 

The  staff  suggested  that  we  consider  various  possibili¬ 
ties.  I  might  enumerate  a  few.  It  was  suggested  that 
Philadelphia  Company  take  over  the  rendition  of  the  work 
performed  by  the  general  department  and  have  it  con¬ 
ducted  as  a  Philadelphia  Company  operation,  and  we  pointed 
out  that  that  would  be  a  violation  of  the  provisions  of 
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the  Holding  Company  Act.  It  was  also  suggested  that  a 
service  company  be  organized  for  the  purpose  of  taking 
ovbr  the  functions  of  the  general  departments,  and  we 
poihted  out  that  under  Pennsylvania  law,  in  our  opinion, 
that  would  constitute  an  ultra  vires  action  on  the  part  of 
the  companies  involved,  because  the  general  department 
activities  include  such  important  functions  as  functions 
performed  by  the  treasurer  of  the  company,  the  comptroller 
of  the  company,  the  secretary  of  the  company,  the  personnel 
director  of  the  company  et  cetera,  et  cetera,  and  it  was  our 
opinion,  and  still  is,  that  no  company  can  lawfully  transfer 
to  another  separate  and  distinct  corporate  entity  the  per¬ 
formance  of  functions  of  that  character.  In  other  words, 
the  general  department  operations  of  the  companies  in  the 
Philadelphia  Company  group  go  beyond,  in  our  judgment, 
the  sphere  of  what  can  be  properly  classified  as  [3468] 
service  functions.  They  involve  some  of  the  most  important 
functions  of  the  operating  companies  involved.  In  fact, 
they  involve  every  important  function  other  than  those  of 
a  strictly  operating  character. 

Q.  So  that,  as  a  matter  of  fact,  then,  Mr.  Fleger,  in  the 
light  of  the  testimony  you  have  now  given,  as  of  May  28, 
1947,  the  date  upon  which  you  signed  and  verified  the  1946 
I7-5-S  for  Philadelphia  Company,  the  registrant  and  its  sub¬ 
sidiaries  were  not  concerned  with  restricting  the  agree¬ 
ment’s  scope,  if  not  eliminating  it  entirely,  isn’t  that  so? 
A.  No,  I  wouldn’t  say  that  is  so.  As  I  indicated,  while  we 
concluded  that  no  change  was  feasible  or  advisable  in  the 
baisic  provisions  of  the  contract,  I  stated  specifically  that 
we  have  recognized  that  changes  can  be  made  and  should 
be  made  in  respect  to  allocation  of  cost  and  respect  to  the 
participation  of  companies  depending  upon  changes  in  the 
operations  and  I  have  enumerated  some  of  the  changes  of 
that  character. 

Q.  Well,  what  did  you  mean  by  the  words  which  I  now 
quote:  “If  not  eliminating  it  entirely”?  A.  We  meant 
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by  that  that  we  wanted  to  make  it  clear  that  in  no  event, 
while  we  were  concerned  with  limiting  the  scope  of  the 
operations  of  the  general  department  arrangements,  in  no 
event  were  we  representing  that  the  results  of  our  consid¬ 
eration  could  be  an  elimination  of  the  arrangement  entirely. 
That  is  what  was  meant  by  that. 

[3469]  Q.  So  that  the  word  “if”  was  meant  in  the 
sense  of  “although”?  A.  "Well,  it  could  be  stated  in  a 
half  a  dozen  ways,  Mr.  Guttmann,  yes.  It  is  awfully  hard 
to  get  two  lawyers  to  agree  on  phraseology. 

The  Examiner:  The  purport  of  your  testimony  is,  Mr. 
Fleger,  then,  that  if  you  were  in  violation  of  Section  13  in 
1940  you  still  are? 

The  Witness:  I  would  say  that  the  purport  of  my  testi¬ 
mony  is  that  we  weren’t  in  violation  in  1940  and  we  still 
are  not. 

The  Examiner:  All  right. 

The  Witness:  I  would  adopt  the  Examiner’s  statement 
as  being  correct,  though,  notwithstanding  that. 

By  Mr.  Guttmann: 

Q.  hTow,  with  regard  to  the  oral  agreement  that  is  in 
evidence  here  as  Philadelphia  Exhibit  26,  there  has  been 
some  testimony  that  it  was  in  effect  for  many  years,  but  I 
don’t  believe  there  was  any  accurate  fixation  of  date.  Can 
you  tell  us  approximately  when  it  first  became  effective? 
A.  I  would  say  that  the  oral  agreement  goes  back  at  least 
beyond  the  year  1920. 

[3470]  Q.  I  now  show  you  a  document  entitled  “Study 
of  Public  Utility  Act  of  1935  and  its  effect  on  companies  of 
the  Light  and  Power  group  of  Philadelphia  Company,” 
bearing  the  legend  “Operating  systems  planning  depart¬ 
ment  March  4, 1935,”  and  ask  whether  you  are  familiar  with 
that  document?  A.  I  am  familiar  with  the  fact  of  its 
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existence  and  I  am  familiar  with  the  general  circumstances 
under  which  the  document  was  prepared. 

Q.  Would  you  be  good  enough  to  turn  to  page  67  of 
that  document  and  note  the  last  sentence  in  the  last  para¬ 
graph  on  that  page,  which  reads,  I  believe,  and  I  quote : 

“Philadelphia  Company  could  continue  to  sup¬ 
ply  all  the  miscellaneous  services  to  the  Duquesne 
Light  Company  and  subsidiaries  as  it  has  in  the 
past.” 

Can  you  tell  us  whether  the  author  of  that  document 
meant  by  that  statement  in  referring  to  miscellaneous  ser¬ 
vices  the  services  of  the  general  departments?  A.  I 
would  assume  that  is  what  is  being  referred  to,  but  the 
statement,  if  interpreted  literally,  is,  of  course,  obviously 
not  correct  and  can  readily  be  explained  by  the  fact  that 
this  document  was  prepared  by  someone  in  the  planning  and 
development  department,  as  appears  right  on  the  face  of 
the  document,  which  is  an  operating  department  and  pre¬ 
sumably  is  a  person,  therefore,  that  is  not  necessarily 
familiar  with  the  general  department  operations  of  the 
companies  in  the  group. 

[3471]  Q.  Do  you  know  who  prepared  that  document? 
A.  I  don’t  know  the  individual,  but  it  was  prepared  in  the 
planning  department  and  presumably  was  prepared  under 
the  direction  of  Mr.  Hester,  but  which  individual  in  the 
department  prepared  it  actually  I  wouldn’t  be  prepared  to 
say. 

Mr.  Hackney:  That  is  the  planning  department  of 
Duquesne  Light  Company,  is  it,  Mr.  Fleger? 

The  Witness:  It  is. 

By  Mr.  Guttmann: 

Q.  Is  there  also  contained  in  that  document  a  legal 
discussion  as  to  the  effect  of  the  Act  upon  Philadelphia 
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Company  subsidiaries?  A.  I  don’t  recall  any  such  dis¬ 
cussion.  If  there  was  it  was  not  prepared  by  any  of  the 
lawyers  of  the  company,  including  anyone  in  the  law  depart¬ 
ment  of  the  company.  This  was  prepared  entirely  by  the 
planning  and  developing  department. 

Q.  Who  is  Mr.  Hester?  A.  Mr.  Hester  is  at  present 
the  head  of  the  planning  and  developing  department  of 
Duquesne  Light  Company. 

Q.  Was  he  in  that  same  capacity  at  the  time  of  the  prepa¬ 
ration  of  that  document?  A.  I  don’t  recall. 

Q.  I  next  show  you  a  document  entitled  “Natural  Gas 
Subsidiaries  of  the  Philadelphia  Company,  Pittsburgh, 
Pennsylvania:  Equitable  Gas  Company,  Pittsburgh  &  West 
Virginia  [3472]  Gas  Company,  Finleyville  Oil  &  Gas  Com¬ 
pany,  Kentucky-West  Virginia  Gas  Company,  Philadelphia 
Oil  Company,”  bearing  the  legend  “Office  of  Vice-Presi¬ 
dent  and  General  Manager,  March  2,  1935,”  and  I  ask  you 
whether  you  are  acquainted  generally  with  that  document? 
A.  I  am. 

Q.  Please  turn  to  page  25  of  that  document,  Mr.  Fleger. 
You  will  find  there  a  heading  appearing  above  in  item  desig¬ 
nated  with  the  numeral  1,  accounting  department,  which 
heading  reads,  I  believe,  and  I  quote:  “Services  supplied 
by  Philadelphia  Company,  ’  ’  is  that  correct  ?  A.  It  is  cor¬ 
rect  that  the  statement  appears  on  that  page,  but  it  is  not 
correct  that  services  in  the  sense  that  I  am  sure  you  are 
using  the  word  are  supplied  or  were  at  that  time  supplied 
by  Philadelphia  Company. 

Q.  That  heading  has  reference  to  the  general  depart¬ 
ment,  does  it  not?  A.  May  I  just  interrupt  to  enlarge 
upon  the  answer  and  explain  that  that  necessarily  could 
not  be  so,  because,  as  I  have  previously  explained,  this  oral 
arrangement  has  been  on  file  with  the  Pennsylvania  Public 
Utility  Commission  for  some  years  and  the  very  nature  of 
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the  arrangement  negatives  the  idea  that  services  are  per¬ 
formed.  In  fact,  the  staff  of  the  SEC  in  the  discussions  to 
which  I  referred  suggested  that  services  were  being  per¬ 
formed,  or,  rather,  should  be  performed,  by  Philadelphia 
[3473]  Company  and,  as  I  have  already  testified,  it  was 
recognized  that  those  services  could  not  legally  be  per¬ 
formed  by  the  Philadelphia  Company  in  the  very  nature 
of  things,  because  of  the  provisions  of  the  Holding  Com¬ 
pany  Act,  and  the  staff  has  been  on  notice  of  that  since  the 
year  1940. 

Q.  The  two  documents  that  are  before  you  were  pre¬ 
pared  by  your  company  personnel,  isn ’t  that  so  ?  A.  Yes, 
they  were.  They  were  prepared  by  company  personnel,  as 
I  have  already  indicated,  for  the  information  of  the  man¬ 
agement,  solely  to  determine  the  approximate  effect  of  com¬ 
plete  segregation  into  the  individual  companies  of  all  of 
the  companies  in  the  group  in  terms  of  impact  on  operating 
expense.  The  vital  concern  was  the  impact  on  operating 
expenses  and  the  document  never  was  prepared  for  other 
than  internal  use  and  the  matter  of  phraseology  in  instances 
such  as  you  refer  to  was  therefore  obviously  not  given  care¬ 
ful  consideration  and  was  not  edited  with  a  view  to  stating 
the  details  that  you  refer  to  correctly.  The  questions  that 
you  refer  to  were  entirely  immaterial  as  far  as  the  purpose 
of  these  reports  was  concerned. 

Q.  Well,  now,  in  that  second  report  that  I  handed  you, 
where  we  referred  to  page  25,  does  that  heading  as  there 
used,  which  reads  “Services  supplied  by  Philadelphia  Com¬ 
pany,’"  apply  to  the  general  departments?  A.  It  is  in¬ 
tended  to  by  the  form  that  is  set  forth  here. 

[3474]  Q.  And  can  you  tell  us  who  prepared  that  docu¬ 
ment?  A.  That  document  was  prepared  by  someone  in 
the  operating  departments  of  the  gas  companies  under  the 
direction  of  the  then  vice-president  and  general  manager, 
who  was  Mr.  F.  F.  Schauer. 
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Q.  Did  Mr.  Schauer  hold  office  in  any  of  the  other  Phila¬ 
delphia  company  subsidiaries  other  than  the  gas  group? 
A.  He  did  not. 

Q.  Do  you  know  a  Mr.  William  J.  Hagenah?  A.  Yes, 
I  know  Mr.  Hagenah. 

Q.  Who  is  Mr.  Hagenah,  Mr.  Fleger?  A.  Mr.  Hagenah 
was  at  one  time  president  of  the  Public  Utility  Engineering 
and  Service  Corporation.  He  resigned  that  position,  I 
would  say,  four  or  five  years  ago.  He  has  not  in  the  interim, 
to  my  knowledge,  been  connected  with  any  of  the  compa¬ 
nies  in  the  Standard  Gas  and  Electric  Company  system. 

Q.  Are  you  aware  of  the  fact  that  Mr.  Hagenah  testified 
before  this  Commission  in  the  matter  of  Standard  Power 
and  Light  Corporation  and  Standard  Gas  and  Electric 
Company  Section  11(b)  proceedings?  A.  No,  I  am  not 
aware  of  that. 

Q.  I  would  like  to  read  you  briefly  what  he  said  at  page 
171  of  the  transcript  of  April  23,  1941  in  Docket  59-9,  and 
ask  you  to  comment  specifically  on  it  This  question  was 
asked  of  him : 

“Does  not  the  Philadelphia  Company  have  its  own 
[3475]  service  department  which  to  some  extent  supplies 
service  that  the  service  corporation  renders  to  other  com¬ 
panies  in  the  Standard  System?  A.  It  has  a  service  de¬ 
partment  that  is  peculiarly  designed  and  staffed  and  per¬ 
forms  to  meet  the  requirements  of  the  conditions  in  that 
system.  There  is  no  overlapping  between  the  service  cor¬ 
poration  and  the  Philadelphia  Company  system  and  our¬ 
selves.  Our  service  to  the  Philadelphia  Company  group  is 
somewhat  less  than  to  other  companies  because  the  Phila¬ 
delphia  Company  group  already  had  this  group  of  men  at 
the  time  the  Philadelphia  Company  passed  into  the  Standard 
Gas  system.” 

Mr.  Hackney:  I  object  to  that  question,  if  the  Examiner 
pleases,  because  clearly  this  witness  can  not  be  hound  by  the 
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evidence  given  by  Mr.  Hagenah  in  an  entirely  different  pro¬ 
ceeding,  not  involving  Philadelphia  Company  at  all.  I  think 
the  question  is  entirely  improper  cross-examination  and  I 
therefore  object  to  it. 

Mr.  Guttmann:  I  would  like  to  point  out,  if  the  Exam¬ 
iner  please,  that  it  is  not  at  all  a  different  proceeding,  that 
it  is  a  matter  which  is  consolidated  in  the  present  proceed¬ 
ing  now  before  you,  sir. 

Mr.  Hackney:  Well,  but  still,  even  though  that  is  the 
case,  although  I  do  not  recognize  the  docket  number,  it  still 
is  the  testimony  of  another  witness  and  surely  this  witness 
can  not  be  [3476]  bound  by  the  testimony  of  Mr.  Hagenah. 

The  Examiner:  I  will  overrule  the  objection. 

Mr.  Hackney:  With  an  exception? 

The  Examiner:  You  may  have  an  exception. 

A.  I  am  quite  sure  that  Mr.  Hagenah  did  not  intend  by 
that  statement  to  say  that  the  Philadelphia  Company  as 
such  was  rendering  services  to  the  companies  in  the  Phila¬ 
delphia  Company  system  within  the  meaning  of  Section  13 
of  the  Act,  because  Mr.  Hagenah  is  a  lawyer  and  a  very 
good  one,  and  quite  familiar  with  the  provisions  of  the 
Holding  Company  Act,  and  he  would  have  known  that  that 
was  not  permissible  under  the  terms  of  the  Act.  Further¬ 
more,  I  know  from  my  contacts  with  Mr.  Hagenah  in  respect 
to  Philadelphia  Company  and  subsidiary  company  affairs 
that  he  is  familiar  with  our  general  department  setup  and 
here,  as  in  other  instances  which  you  have  pointed  to,  the 
individual  has  seen  fit  to  adopt  language  which  if  literally 
construed  can  be  twisted  into  meaning  that  services  are 
being  performed  by  the  Philadelphia  Company  to  the  com¬ 
panies  in  the  Philadelphia  Company  group.  I  am  quite 
confident  what  Mr.  Hagenah  meant  was  that  in  considering 
the  services  that  the  PUE&S  service  company  might  per¬ 
form  for  the  Philadelphia  Company  group,  that  he  recog- 
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nized  that  there  was  in  existence  departments  in  Pittsburgh 
that  performed  work  that  was  to  him  the  equivalent  of  ser¬ 
vices  that  might  be  rendered  in  many  instances  by  the 
service  corporation. 

[3477]  The  Examiner:  Was  I  the  trial  examiner  in  that 
case  that  you  read  Mr.  Hagenah’s  testimony? 

The  Witness:  I  might  also  add  one  other  fact:  I  think 
it  is  apparent  from  the  annual  reports  of  the  companies 
back  as  far  as  they  go  that  the  suggestion  that  you  are 
advancing,  namely,  that  the  companies  themselves,  or  per¬ 
sons  associated  with  them,  considered  that  Philadelphia 
Company  was  rendering  services  to  the  companies  in  the 
Philadelphia  Company  group  is  expressly  negatived  by  the 
fact  that  there  is  no  provision  for  the  expenses  that  would 
be  involved  in  the  rendition  of  such  services  in  the  operat¬ 
ing  expenses  of  Philadelphia  Company  and  clearly,  there¬ 
fore,  the  employees  that  would  have  been  involved  in  the 
rendition  of  such  services  were  not  treated  as  employees  of 
the  Philadelphia  Company. 

By  Mr.  Guttmann: 

Q.  Well,  those  expenses,  as  I  understand  your  testi¬ 
mony  in  this  case,  are  met  through  a  special  bank  account 
known  as  Philadelphia  Company  and  Subsidiaries,  isn’t 
that  right  ?  A.  Exactly.  That  is  just  the  point.  In  other 
words,  if  the  Philadelphia  Company  was  rendering  services 
in  the  sense  that  you  are  suggesting,  it  would  mean  neces¬ 
sarily  that  all  the  persons,  all  of  the  employees  in  the  gen¬ 
eral  departments  would  have  to  he  employees  of  Phila¬ 
delphia  Company.  Therefore,  Philadelphia  Company  would 
he  obliged  to  pay  all  of  the  salaries  of  those  employees.  On 
the  contrary,  it  is  recognized  [3478]  that  that  is  not  the 
case  and  that  the  employees,  as  has  been  testified  at  great 
length  in  this  proceeding,  in  the  general  departments  are 
employees  of  each  of  the  companies  for  whom  they  perform 
services.  Therefore,  instead  of  Philadelphia  Company  pay- 
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ing  the  salaries  of  those  employees  they  have,  as  long  as  I 
can  remember,  been  paid  by  each  of  the  companies  in  the 
group  for  whom  services  are  rendered  and  that  course  of 
conduct  is  only  consistent,  can  only  be  consistent  with  an 
employer-employee  relationship  between  the  individuals  in 
the  general  departments  and  each  of  the  companies  in  the 
Philadelphia  Company  group  for  whom  the  general  depart¬ 
ments  perform  work. 

Q.  And  those  payments  are  made  through  the  expedient 
of  a  paymaster  on  the  Philadelphia  Company  and  subsidiary 
accounts,  isn't  that  right?  A.  Merely  for  convenience 
and  in  order  to  avoid  the  burden  on  the  company  or  com¬ 
panies  and  the  employees  of  paying  an  employee  with  maybe 
a  half  a  dozen  or  more  checks.  A  special  payroll  account 
was  set  up  in  the  Farmers  Deposit  National  Bank  by  the 
companies  in  the  Philadelphia  Company  group  with  which 
the  general  departments  are  connected  and,  as  has  already 
been  testified,  each  of  the  companies  in  the  group  for  whom 
services  are  performed  deposit  moneys  monthly  into  that 
payroll  account  so  that  each  of  the  companies  for  whom 
services  are  being  performed  are  actually  paying  the 
salaries  of  the  employees  in  the  general  departments  and 
they  are  not  being  paid  by  the  Philadelphia  Company. 

[3479]  The  Examiner:  You  mean  ultimately?  The 
salaries  are  not  paid  ultimately  by  the  Philadelphia  Com¬ 
pany,  but  in  the  first  instance  they  are? 

The  Witness:  They  are  not  paid  in  the  first  instance 
by  the  Philadelphia  Company.  They  are  paid  in  the  first 
instance  by  Philadelphia  Company  and  each  of  the  com¬ 
panies  in  the  Philadelphia  Company  group  for  whom  ser¬ 
vices  are  performed.  In  other  words,  each  month  the  Phila¬ 
delphia  Company  deposits  into  that  payroll  account  amounts 
sufficient  to  pay  for  the  work  performed  for  it  by  the 
general  departments.  The  Duquesne  Light  Company  does 
likewise,  and  each  of  the  other  companies  in  the  group  does 
likewise.  That  is  all  explained,  I  might  say,  in  detail  in  the 
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report  on  the  general  department  setup  which  was  filed  with 
the  Commission  in  1940,  to  which  I  have  previously  referred. 
That  has  been  going  on,  as  I  say,  for  years  and  years  and 
years.  That  is  not  something  that  was  installed  in  1935  or 
1940,  or  some  relatively  recent  date. 

Mr.  Hackney:  The  document  to  which  you  refer  is  the 
Wasson  exhibit  for  which  the  number  has  been  reserved  as 
Philadelphia  Exhibit  40. 

The  Witness:  It  is. 

[Here  follows  discussion  as  to  the  production  of  Phila¬ 
delphia  Exhibit  40.] 

[3480]  By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  in  Commission  File  Docket  No.  54-72  I 
find  Commission’s  Exhibit  54  to  be  a  final  writing  of  the 
Pennsylvania  Public  Utility  Commission  in  Complaint 
Docket  No.  11405  in  the  matter  of  Pennsylvania  Public 
Utility  Commission  versus  Duquesne  Light  Company,  being 
an  interim  report  and  order  of  the  Commission. 

At  Page  12  of  that  document  the  Pennsylvania  Commis¬ 
sion  in  its  findings  on  the  matter  of  the  rate  reduction  of 
Duquesne  states  that  the  properties  of  many  predecessor 
companies  were  purchased  from  Philadelphia  Company  at 
prices  far  exceeding  the  book  value  as  shown  by  the  books 
of  the  purchased  companies. 

Can  you  tell  us  whether  or  not  in  connection  with  those 
purchases  and  sales  did  Philadelphia  Company  profit 
thereby?  A.  I  would  not  want  to  answer  a  question  like 
that,  Mr.  Guttmann,  without  examining  each  of  the  sales 
to  which  you  refer.  I,  of  course,  am  not  able  to  recall  all 
the  facts  that  go  back  past  the  turn  of  the  century  involving 
many  trans-  [3481]  actions  that  are  referred  to  in  connec¬ 
tion  with  that  statement. 
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Mr.  Hackney:  What  was  the  date  of  that  opinion  and 
order? 

Mr.  Guttmann:  From  the  accompanying  letter  over 
the  signature  of  the  secretary  of  the  Pennsylvania  Public 
Utility  Commission  it  appears  the  order  was  adopted  hy 
the  Commission  on  August  17, 1937. 

The  Witness:  In  that  connection,  Mr.  Guttmann,  that 
case  to  which  that  order  refers  was  finally  disposed  of  by 
the  Pennsylvania  Commission  in  the  early  part  of  the  year 
1940,  and  the  rates  fixed  by  that  order  of  1940,  have  been 
in  force  and  effect  since  that  date.  The  original  cost  of 
Diiquesne  Light,  as  I  previously  stated,  has  since  been 
determined  by  the  Pennsylvania  Commission  as  well  as  the 
Federal  Power  Commission. 

[3482]  Q.  Do  you  recall  at  this  time  whether  any  of 
the  properties  which  had  been  sold  to  Duquesne  by  Phila¬ 
delphia  Company  had  initially  been  purchased  by  Phila¬ 
delphia  Company,  from  the  Byllesby  interests?  A.  To 
the  best  of  my  recollection,  no  properties  were  purchased 
by  Philadelphia  Company  from  the  Byllesby  interests  and 
then  sold  to  Duquesne  Light  Company.  Byllesby  interests, 
I  might  recall  to  you,  entered  the  picture,  as  far  as  Phila¬ 
delphia  Company  is  concerned,  in  1925. 

Q.  Mr.  Fleger,  under  the  present  law  of  the  Common¬ 
wealth  of  Pennsylvania,  is  Philadelphia  Company  a  natu¬ 
ral  gas  utility?  A.  Under  the  decision  of  the  Pennsyl¬ 
vania  Public  Utility  Commission  in  connection  with  the 
registration  of  Philadelphia  Company’s  4%  per  cent  bonds, 
and  2%  per  cent  notes,  which  decision  was  never  the  sub¬ 
ject  of  any  court  action,  the  Philadelphia  Company  is  a 
public  utility  within  the  meaning  of  the  Pennsylvania  Public 
Utility  Law  of  1937.  There  appeared  to  be  considerable 
doubt  in  the  Pennsylvania  Commission’s  own  mind  on 
that  subject  because  in  the  same  proceeding  involving  the 
bond  and  note  registration  to  which  I  refer  the  Commis- 
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sion  first  ruled  that  the  Philadelphia  Company  was  not  a 
public  utility  within  the  meaning  of  the  Act.  Several  days 
later  the  Commission  reversed  itself.  I  might  add  that  in 
that  proceeding  the  Philadelphia  Company  did  not  take  a 
position  on  one  side  of  the  question  or  the  other.  It  was 
satisfied  [3483]  to  accept  whatever  ruling  the  Commis¬ 
sion  made. 

Q.  In  the  light  of  that  ruling,  does  Philadelphia  Com¬ 
pany  comply  with  the  report  requirements  to  the  Penn¬ 
sylvania  Public  Utility  Commission!  A.  That  matter 
has  been  discussed  with  the  Pennsylvania  Commission  on 
a  number  of  occasions,  and  was  again  discussed  with  the 
Commission  on  the  occasion  of  the  ruling  to  which  I 
referred.  The  Commission  was  aware  then,  and  had  been 
for  some  time,  that  the  Philadelphia  Company  had  not  been 
filing  reports  with  it.  Philadelphia  Company  was  clearly 
not  a  public  utility  within  the  meaning  of  the  Public  Ser¬ 
vice  Company  Law  of  1913,  which  was  in  effect  until  1937, 
and  hence  had  no  occasion  to  make  reports  to  the  Com¬ 
mission,  and  for  a  period  of  years  after  the  enactment  of 
the  1937  law,  as  I  say,  there  was  considerable  doubt  in 
the  Commission’s  mind  as  to  whether  or  not  Philadelphia 
Company  was  a  public  utility  within  the  meaning  of  the 
Act. 

When  the  Commission  resolved  the  question,  it  did  so, 
it  informed  us,  on  the  ground  that  technically,  and  within 
the  literal  meaning  of  the  Act  it  was  a  public  utility.  The 
Commission  stated,  however,  that  its  administrative  pro¬ 
cedures  were  not  set  up  to  regulate  companies  of  the  char¬ 
acter  of  Philadelphia  Company,  which  was  primarily  a 
holding  company,  and  attained  a  public  utility  status  merely 
by  reason  of  the  bare  ownership  of  natural  gas  properties, 
although  those  proper-  [34S4]  ties  were  not  being  oper¬ 
ated  by  it.  Therefore  the  continuance  of  our  prior  practice 
of  not  filing  reports  with  the  Pennsylvania  Commission 
is  with  the  express  knowledge  of  and  the  acquiescence  of 
the  Commission. 
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I  might  say  that  to  file  reports  would  involve  unnec¬ 
essary  expense  to  both  the  Commission  and  to  the  Com¬ 
pany,  because,  as  to  the  primary  subjects  of  regulation 
which  have  been  vested  in  the  Pennsylvania  Commission, 
to  wit,  over  rates,  service  and  facilities,  would  have  no 
application,  in  the  very  nature  of  things,  to  an  operation 
such  as  that  conducted  by  Philadelphia  Company. 

The  Examiner:  What  jurisdiction  does  the  Pennsyl¬ 
vania  Commission  assume  over  financing  of  the  Philadel¬ 
phia  Company? 

The  in'/wess:  The  reason  we  filed  a  registration  state- 
nient  covering  the  1941  refinancing  of  Philadelphia  Com¬ 
pany  was  because  we  recognized  that,  due  to  the  somewhat 
different  phraseology  of  the  1937  Act  as  compared  with 
the  1913  Act,  it  might  be  held  that  Philadelphia  Company 
was  a  public  utility,  in  which  event  the  Pennsylvania  Com¬ 
mission  had  the  power  to  approve  or  disapprove  the  issu¬ 
ance  of  securities  of  the  character  that  we  were  issuing  in 
1941.  We  were  frankly  not  concerned  with  whether  or  not 
we  were  a  public  utility  or  not  a  public  utility,  because 
we  knew  that  it  only  had  technical  significance.  Our  only 
concern  in  filing  the  securities  certificate  was  because  we 
wanted  to  leave  no  question  as  to  the  validity  of  the  secu¬ 
rity  issue. 

The  Examiner:  In  the  1941  financing,  did  you  ask  for 
a  [3485]  6(b)  exemption  here? 

The  Witness:  No,  we  did  not. 

The  Examiner:  It  was  a  Section  7  application? 

The  Witness:  Yes. 

It  is  definitely  my  impression  that  the  Pennsylvania 
Commission  reversed  itself  on  the  question  of  whether  Phil¬ 
adelphia  Company  is  a  public  utility  or  not,  not  because 
it  was  concerned  with  the  question  as  it  applied  to  Phila¬ 
delphia  Company,  but  because  it  was  fearful  that  its  inter- 
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pretation  of  the  Act  in  that  respect  might  restrict  the 
Commission’s  jurisdiction  in  other  cases  where  the  exer¬ 
cise  of  that  jurisdiction  would  have  real  significance. 

By  Mr.  Guttmann: 

Q.  Did  I  understand  you  to  say  a  moment  ago  in  answer 
to  the  Examiner’s  question  that  no  application  had  been 
filed  for  exemption  under  6(b)  before  this  Commission? 
A.  I  thought  it  was  a  Section  7  application,  but  I  may  be 
mistaken  in  my  recollection  of  it. 

Q.  Isn’t  it  a  fact,  Mr.  Fleger,  and  doesn’t  this  refresh 
your  recollection  of  the  fact,  that  your  application  was  filed 
as  a  Section  6(b)  application  and  treated  as  a  Section  7 
application?  A.  I  recall  that  now. 

Mr.  Guttmann:  With  the  exception  of  one  item,  to  which 
you  referred  this  morning,  then,  Mr.  Fleger,  that  of  the 
[3486]  open  question  which  is  being  considered  by  the 
staff  in  connection  with  the  construction  costs  of  pipe  line, 
I  have  concluded  my  cross  examination  of  you  at  this  time. 

Mr.  Hackney:  We  may  have  some  redirect  of  Mr.  Fleger 
at  a  later  time,  and  we  wish  to  reserve  the  right  to  call  him 
further  for  redirect,  and  possibly  for  further  direct  exami¬ 
nation. 

Mr.  Riely:  Mr.  Examiner,  may  I  just  ask  Mr.  Fleger 
one  question,  which  may  have  some  bearing  on  the  evidence 
which  my  Committee  proposes  to  introduce  ? 

Mr.  Hackney:  Mr.  Examiner,  I  object  to  that,  because 
this  particular  Committee  has  been  granted  no  right  as  yet 
to  offer  testimony  or  to  cross  examine  any  witness.  So  far 
as  the  record  now  stands  he  is  given  a  right  to  be  heard, 
which  I  understand  means  the  right  of  argument. 

Mr.  Riely:  Mr.  Examiner,  we  ask  permission  now  to  in¬ 
troduce  evidence  and  to  cross  examine  witnesses,  and  we 
would  like  to  submit  that  to  you  for  a  ruling. 
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Mr.  Hackney:  I  didn’t  hear  your  statement,  Mr.  Riely. 

Mr.  Riely:  I  say  we  now  ask  for  permission  to  intro¬ 
duce  evidence  before  the  Commission  in  this  hearing,  and 
■would  like  to  have  a  ruling  from  the  Chairman  on  that  point. 

The  Examiner:  Has  your  declaration  become  effective 
yet? 

Mr.  Riely:  It  has,  sir.  It  became  effective  on  May  26  of 
this  year. 

Mr.  Hackney:  In  connection  with  your  request,  Mr. 
Riely,  [34S7]  let  me  ask  you  how  many  shares  does  your 
Committee  represent? 

Mr.  Riely:  I  believe  approximately  2,000  now.  I  don’t 
have  the  exact  figure.  I  can  procure  it  for  you. 

Mr.  Hackney:  Do  you  have  the  names  of  the  persons 
and  the  ownership  of  the  shares? 

Mr.  Riely:  Not  here. 

Mr.  Hackney:  Will  you  furnish  us  with  that  list? 

Mr.  Riely:  I  would  he  glad  to. 

Mr.  Hackney:  And  I  should  like  to  have  it  certified  as 
to  the  list  of  people  who  have  deposited  their  shares,  and 
the  number  of  shares  owned  by  each. 

Mr.  Riely:  There  have  been  no  shares  deposited. 

Mr.  Hackney:  Not  shares,  but  authorizations,  I  should 
say. 

Mr.  Riely:  Yes. 

Mr.  Hackney:  Mr.  Examiner,  we  object  to  any  right  of 
Mr.  Riely ’s  Committee  to  cross  examine  the  witness,  be¬ 
cause  it  is  evidence  that  he  has  such  a  minor  interest  in  this 
proceeding  that  it  is  of  no  consequence.  Effective  cross 
examination  has  been  handled  by  the  staff,  and  I  see  no 
purpose  in  encumbering  this  record  by  a  lot  of  cross  exami- 
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nation  by  other  parties  or  by  other  persons  who  have  been 
granted  a  right  to  be  heard,  and  therefore  I  object  to  any 
cross  examination  by  this  Committee. 

Mr.  Guttmann:  If  the  Examiner  please,  I  think  the  rec¬ 
ord  will  show  that  Mr.  Riely  hasn’t  as  yet  stated  his  ques¬ 
tion,  and  I  believe  that  is  distinctly  possible  that  the  staff 
may  have  [3488]  omitted  something  that  might  be  perti¬ 
nent,  relevant  and  material  in  the  interests  of  the  Com¬ 
mission. 

Mr.  Hackney:  I  am  sure  Mr.  Guttmann  has  not  omitted 
anything  at  all. 

Mr.  Guttmann:  I  also  call  attention  of  the  Examiner  to 
Rule  XVII,  of  the  Commission’s  Rules  of  Practice,  and 
particularly  to  subdivision  (c)  thereof,  which  leaves  in  the 
discretion  of  the  Examiner  the  extent  to  which  persons 
granted  leave  to  be  heard  may  call  and  examine  witnesses, 
cross-examine  witnesses,  and  so  forth. 

The  Examiner:  I  will  hear  the  question. 

Mr.  Hackney:  In  other  words,  you  are  urging  that  he  be 
granted  the  right - 

Mr.  Guttmann:  I  certainly  think  that  it  might  be  helpful. 

The  Examiner:  I  will  overrule  the  objection.  I  will  hear 
your  question,  Mr.  Riely. 

By  Mr.  Riely: 

Q.  My  single  question,  Mr.  Examiner,  and  Mr.  Fleger, 
is :  Do  you  know  whether  Standard  Gas  &  Electric  Company 
paid  any  excess  profits  taxes  during  the  years  1940  to  1945, 
or  during  the  period  when  the  excess  profits  tax  was  in 
effect  ? 

Mr.  Hackney:  Is  that  the  only  question  you  propose  to 
ask? 
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Mr.  Riely:  And  then  if  he  says  he  does  know  I  would 
like  to  find  out  the  amounts.  That  is  all. 

Mr.  Hackney:  I  object  to  the  question,  if  the  Examiner 
[34S9]  pleases,  for  the  reasons  I  have  already  stated  in  my 
objection  to  the  offer  initially  to  ask  the  question. 

The  Examiner:  I  will  overrule  the  objection  and  you 
may  have  an  exception. 

Mr.  Hackney:  With  an  exception. 

I  have  the  further  objection  that  the  question  is  improper 
because  the  witness  is  being  asked  for  facts  pertaining  to 
Standard  Gas  &  Electric  Company,  a  company  of  which 
the  witness  is  not  an  officer  or  connected  with  in  any  way. 

The  Examiner:  Well,  I  assume  the  purport  of  the  ques¬ 
tion  was  whether  the  witness  knew  that  Standard  filed  a 
consolidated  return. 

Mr.  Riely:  Yes,  sir. 

[3490]  Mr.  Hackney:  It  is  not  what  the  question  stated. 

The  Examiner:  Which  included  the  Philadelphia  Com¬ 
pany  and  subsidiaries? 

Mr.  Riely:  Yes,  sir.  And,  on  that  return,  subject  to 
that  return,  were  any  excess  profits  taxes  paid? 

The  Examiner:  I  will  hear  the  witness’s  answer.  You 
may  have  an  exception. 

A.  I  am,  of  course,  not  as  familiar  with  the  taxes  that 
Standard  Gas  and  Electric  Company  has  paid  in  the  period 
to  which  you  refer,  Mr.  Riely,  as  I  am  with  the  taxes  paid 
by  the  companies  in  the  Philadelphia  Company  group,  even 
though  the  companies  in  the  Philadelphia  Company  group 
have  since  1940  filed  a  consolidated  return  for  excess  profits 
tax  purposes  with  Standard  Gas  and  since  1942  for  all 
Federal  income  taxes  have  filed  a  consolidated  return  with 
Standard  Gas,  but  to  the  best  of  my  recollection  at  no  time 
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in  that  period  did  Standard  Gas  and  Electric  Company  have 
an  excess  profits  tax  liability. 

Mr.  Riely:  That  is  all,  Mr.  Hackney. 

By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  just  before  yon  leave  the  stand,  sir,  I 
show  you  a  document  entitled  “Agreement  made  this  11th 
day  of  December,  1907,  between  the  Philadelphia  Company 
and  D.  Herbert  Hostetter,  of  Pittsburgh,  owner  and  holder 
of  certain  shares  of  the  preferred  stock  of  the  Consolidated 
Gas  Company  of  the  City  of  Pittsburgh,”  and  ask  whether 
this  document  was  pro-  [3491]  duced  by  you  at  the  request 
of  the  staff.  A.  It  was. 

Mr.  Guttmann:  I  now  offer  it  in  evidence  as  Commis¬ 
sion’s  Exhibit  A-24. 

The  Examiner:  Is  there  objection? 

(No  response.) 

The  Examiner:  The  Hostetter  agreement  will  come  in 
as  Commission’s  Exhibit  A-24. 

Mr.  Guttmann:  I  now  offer  in  evidence  as  Commission’s 
Exhibit  A-25  finding  and  order  of  the  Public  Service  Com¬ 
mission  of  Kentucky,  dated  September  3,  1946,  in  the 
matter  of  the  application  of  Kentucky  West  Virginia 
Gas  Company  for  authority  to  dispose  of  $2,567,351.80 
recorded  in  the  Account  No.  107  and  to  record  the  original 
cost  on  the  books,  Case  No.  1420,  which  document  was  also 
supplied  by  you  at  our  request. 

The  Examiner:  Is  there  objection? 

(No  response.) 

The  Examiner:  The  findings  and  order  of  the  Kentucky 
Commission  will  come  in  as  Commission’s  Exhibit  A-25. 
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Mr.  Guttmann:  As  Commission’s  Exhibit  A-26, 1  offer  in 
evidence  order  of  the  Federal  Power  Commission  approv¬ 
ing  dis-  [3492]  position  of  amounts  classified  in  Account 
100.5  and  107,  in  the  matter  of  Duquesne  Light  Company, 
dated  January  4, 1946,  and  attached  thereto  an  order  amend¬ 
ing  the  prior  order,  which  is  dated  February  5, 1946,  which 
likewise  you  supplied  at  the  request  of  the  Commission. 

The  Examiner:  Any  objection? 

(No  response.) 

The  Examiner:  The  order  of  the  Federal  Power  Com¬ 
mission  will  now  come  in  as  Commission’s  A-26. 

The  Examiner:  You  don’t  need  Mr.  Fleger  on  the  stand, 
do  you  ? 

Mr.  Guttmann:  Well,  some  of  these  documents  are  docu¬ 
ments  prepared  by  him  or  under  his  supervision  at  our 
request.  If  there  be  no  question  on  that  point  we  have  no 
objection  to  Mr.  Fleger ’s  retiring. 

As  Commission’s  Exhibit  A-27,  I  next  offer  in  evidence 
order  of  the  Federal  Power  Commission  approving  disposi¬ 
tion  of  amounts  classified  in  107  in  the  matter  of  Kentucky 
West  Virginia  Gas  Company,  which  order  is  dated  May  3, 
1946,  and  which  was  produced  by  you  pursuant  to  our 
request. 

The  Examiner:  Without  objection  the  order  will  come 
in  as  Commission’s  Exhibit  A-27. 

[3493]  Mr.  Guttmann:  I  next  offer  as  Commission’s  Ex¬ 
hibit  A-28,  opinion  of  the  Pennsylvania  Superior  Court 
dated  March  11,  1947,  being  No.  108,  April  Term,  1946,  in 
the  matter  of  Equitable  Gas  Company  versus  Pennsylvania 
Public  Utility  Commission,  which  document  also  was  pro¬ 
duced  by  you  pursuant  to  request. 

The  Witness:  Off  the  record. 
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(Discussion  off  the  record.) 

The  Examiner:  The  opinion  of  the  Pennsylvania  Supe¬ 
rior  Court  will  come  in  as  Commission’s  A-28. 

By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  I  now  show  you  a  document  entitled 
“Philadelphia  Company  and  Subsidiaries — Information  for 
Proceedings  before  Securities  and  Exchange  Commission, 
Dockets  59-S8  and  59-9,  Schedule  Showing  Loans  and  Notes 
between  Companies  in  the  Philadelphia  Company  System 
from  the  date  of  Corporate  Organization  or  Affiliation  of 
each  Company  to  December  31, 1946  or,  in  the  case  of  Com¬ 
panies  no  longer  in  existence,  to  the  date  of  termination  of 
Corporate  Existence”,  and  I  ask  whether  that  was  prepared 
by  you  or  under  your  supervision  pursuant  to  the  request 
of  the  staff?  A.  It  was. 

Mr.  Guttmann:  I  offer  that  in  evidence  as  Commission’s 
Exhibit  A-29. 

[3494]  Mr.  Hackney:  No  objection  provided  it  comes 
in  in  conjunction  with  the  witness’s  statements  and  ex¬ 
planation  of  this  report  when  he  originally  produced  it. 

Mr.  Guttmann:  That  will  be  so. 

The  Examiner:  All  right.  It  will  come  in. 

By  Mr.  Guttmann: 

Q.  I  next  show  you,  Mr.  Fleger,  a  document  entitled 
“Equitable  Gas  Company — Interest  Accrued  and  Paid  on 
Notes  to  Pittsburgh  and  West  Virginia  Gas  Company  from 
inception  to  December  31,  1946”,  and  ask  whether  that  was 
prepared  by  you  or  under  your  supervision  pursuant  to 
request  of  the  staff?  A.  It  was. 

[3495]  Mr.  Guttmann:  I  offer  that  document  in  evidence 
as  Commission’s  Exhibit  A-30. 
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The  Examiner:  Is  there  objection? 

(No  response.) 

The  Examiner:  It  'will  come  in. 

By  Mr.  Guttmann: 

Q.  I  next  show  yon,  Mr.  Fleger,  a  document  entitled 
“Equitable  Gas  Company — Depreciation  rental  accrued  on 
natural  gas  property  leased  from  Philadelphia  Company”, 
the  second  page  “Rental  for  natural  gas  property  accrued 
by  Equitable  Gas  Company  and  amounts  paid  thereon  for 
the  years  1913  to  1946,  inclusive”,  the  third  page  being  a 
continuation  of  the  second  page,  the  fourth  page  being  en¬ 
titled  “Interest  accrued  on  unpaid  notes  and  unpaid  rental 
due  to  Philadelphia  Company”,  and  the  fifth  and  last  page 
being  a  reconcilement  of  credits  to  accounts  payable  by 
Equitable  Gas  Company  to  Philadelphia  Company  (U-5-B 
statement,  Part  II,  Page  3)  with  amounts  appearing  in  the 
consolidated  income  statement  of  Pittsburgh  &  West  Vir¬ 
ginia  Gas  Company  and  Equitable  Gas  Company,  included 
in  the  annual  reports  to  the  stockholders  of  Philadelphia 
Company  for  the  years  1935  to  1939,  inclusive,  and  ask 
whether  that  likewise  was  prepared  by  you  or  under  your 
supervision  pursuant  to  request  of  the  staff?  [3496]  A. 
It  was. 

Mr.  Guttmann:  I  offer  that  as  Commission’s  Exhibit 
A-31  in  evidence. 

The  Examiner:  It  will  come  in. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  a  two-page  document  entitled 
“Schedule  of  additions  and  retirements  by  years  of  gas 
plant  of  Equitable  Gas  Company  per  books”,  and  ask 
whether  that  in  turn  was  prepared  by  you  or  under  your 
supervision  pursuant  to  request  of  the  staff?  A.  It  was. 
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Mr.  Guttmann:  I  offer  that  as  Commission’s  Exhibit  A-32 
in  evidence. 

The  Examiner:  That  will  come  in  as  Commission’s  A-32. 

Mr.  Guttmann:  I  next  offer  in  evidence  as  Commission’s 
Exhibit  A-33  Articles  of  Agreement  between  Philadelphia 
Company  and  the  Equitable  Gas  Company,  dated  July  1, 
1899,  which  document,  I  believe,  Mr.  Fleger,  was  provided 
by  you  at  the  request  of  the  staff? 

The  Witness:  It  was. 

The  Examiner:  That  contract  will  come  in  as  Commis¬ 
sion’s  [3497]  Exhibit  A-33. 

By  Mr.  Guttmann: 

Q.  Mr.  Fleger,  I  next  show  you  a  document  entitled 
“Duquesne  Light  Company — Estimated  Schedules  of  Ap¬ 
propriations  and  Cash  Expenditures  for  System  Improve¬ 
ment  from  1947  through  1951,”  and  ask  whether  that  like¬ 
wise  was  prepared  by  you  or  under  your  supervision  pur¬ 
suant  to  request  of  the  staff?  A.  Yes,  sir,  it  was. 

Mr.  Guttmann:  I  offer  it  in  evidence  as  Commission’s 
Exhibit  A-34. 

The  Examiner:  That  statement  will  come  in  as  Com¬ 
mission’s  A-34. 

By  Mr.  Guttmann: 

Q.  Next,  Mr.  Fleger,  I  hand  you  a  document  entitled 
“Duquesne  Light  Company — Treasurer’s  Statement  of  Es¬ 
timated  Cash  Collections  and  Disbursements  for  the  years 
1947  to  1951  inclusive,”  and  ask  whether  that  was  prepared 
by  you  or  under  your  supervision  at  the  request  of  the 
staff?  A.  It  was. 

Mr.  Guttmann:  I  offer  it  in  evidence  as  Commission’s 
Exhibit  A-35. 
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[3498]  The  Examiner:  It  will  come  in. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  a  document  entitled  ‘  ‘  Duquesne  Light 
Company — Treasurer’s  Statement  of  Cash  Collections  and 
Disbursements  for  the  year  1947,  January  through  April 
actual — May  through  December  estimated,”  and  ask 
whether  that  likewise  was  prepared  by  you  or  under  your 
supervision  at  the  request  of  the  staff?  A.  It  was. 

Mr.  Guttmann:  I  offer  that  document  in  evidence  as 
Commission’s  Exhibit  A-36. 

The  Examiner:  It  will  come  in. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  a  document  entitled  ‘  ‘  Duquesne  Light 
Company — Treasurer’s  Statement  of  Estimated  Cash  Col¬ 
lections  and  Disbursements  for  the  year  1948,”  and  ask 
whether  that  likewise  was  prepared  by  you  or  under  your 
supervision  at  the  request  of  the  staff  ?  A.  It  was. 

Mr.  Guttmann:  I  offer  it  in  evidence  as  Commission’s 
Exhibit  A-37. 

[3499]  The  Examiner:  It  will  come  in  as  A-37. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  a  document  entitled  “Philadelphia 
Company — Statement  of  Income  and  Earned  Surplus  for 
the  years  ended  December  31, 1932  to  1946,  inclusive,”  and 
ask  whether  that  document  was  prepared  by  you  or  under 
your  supervision  at  the  request  of  the  staff?  A.  It  was. 

Mr.  Guttmann:  I  offer  that  document  in  evidence  as 
Commission’s  Exhibit  A-38. 

The  Examiner:  The  statement  will  come  in  as  A-38. 
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By  Mr.  Guttmann: 

Q.  I  next  show  yon  a  similar  exhibit  on  Duquesne  Light 
Company  with  regard  to  income  and  surplus  account  and 
ask  whether  it  in  turn  was  prepared  by  you  or  under  your 
supervision  at  the  request  of  the  staff?  A.  It  was. 

Mr.  Guttmann:  That  is  offered  as  Commission’s  Ex¬ 
hibit  A-39  in  evidence. 

The  Examiner:  It  will  come  in. 

[3500]  By  Mr.  Guttmann: 

Q.  I  next  hand  you  a  similar  exhibit  on  Allegheny  County 
Steam  Heating  Company  and  ask  whether  it  likewise  was 
prepared  under  the  same  conditions?  A.  It  was. 

Mr.  Guttmann:  I  offer  that  as  Exhibit  A-40. 

The  Examiner:  It  will  come  in  as  A-40. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  an  exhibit  treating  similarly  with 
Pittsburgh  &  West  Virginia  Gas  Company  and  ask  whether 
it  was  similarly  prepared  at  our  request  ?  A.  It  was. 

Mr.  Guttmann:  I  offer  that  document  in  evidence  as 
Commission’s  A-41. 

The  Examiner:  It  will  come  in  as  Commission’s  A-41. 
By  Mr.  Guttmann: 

Q.  I  next  show  yon  a  similar  exhibit  on  Equitable  Gas 
Company  and  ask  whether  it  was  similarly  prepared  at 
our  request?  [3501]  A.  It  was. 

Mr.  Guttmann:  I  offer  that  document  as  Commission’s 
Exhibit  A-42. 

The  Examiner:  It  will  come  in. 
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By  Mr.  Guttmann: 

Q.  I  next  show  you  a  similar  exhibit  on  Kentucky  W est 
Virginia  Gas  Company  and  ask  whether  it  was  similarly 
prepared  at  our  request?  A.  It  was. 

Mr.  Guttmann:  I  offer  it  as  Commission’s  Exhibit  A-43 
in  evidence. 

The  Examiner:  That  will  come  in  as  A-43. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  a  similar  exhibit  showing  income 
and  earned  surplus  for  the  same  periods  for  Philadelphia 
Oil  Company  and  ask  whether  it  was  prepared  similarly 
at  our  request?  A.  It  was. 

Mr.  Guttmann:  I  offer  that  as  Exhibit  A-44  in  evidence. 

The  Examiner:  It  will  come  in. 

[3502]  By  Mr.  Guttmann: 

Q.  I  next  show  you  a  similar  exhibit  on  Finleyville  Oil 
&  Gas  Company  and  ask  whether  it  was  similarly  prepared 
at  our  request?  A.  It  was. 

Mr.  Guttmann:  I  offer  it  as  Commission’s  Exhibit  A-45 
in  evidence. 

The  Examiner:  It  will  come  in  as  Commission’s  Exhibit 
A-45. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  a  similar  exhibit  on  Cheswick  & 
Harmar  Railroad  Company  and  ask  whether  it  was  simi¬ 
larly  prepared  at  our  request?  A.  It  was. 

Mr.  Guttmann:  I  offer  it  as  Commission’s  Exhibit  A-46. 

The  Examiner:  It  will  come  in. 
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By  Mr.  Guttmann: 

Q.  I  nest  show  you  a  similar  exhibit  on  Equitable  Auto 
Company  and  ask  whether  it  was  similarly  prepared  at  our 
request!  A.  It  was. 

Mr.  Guttmann:  I  offer  it  as  Commission’s  Exhibit  A-47 
in  evidence. 

[3503]  The  Examiner:  It  will  come  in. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  a  similar  exhibit  on  Equitable  Real 
Estate  Company,  and  ask  whether  it  was  similarly  pre¬ 
pared  at  our  request?  A.  It  was. 

Mr.  Guttmann:  That  is  offered  as  Commission’s  Exhibit 
A-48  in  evidence. 

The  Examiner:  It  will  come  in. 

By  Mr.  Guttmann: 

Q.  I  next  show  you  an  exhibit  which  is  similar,  which 
relates  to  Equitable  Sales  Company,  and  ask  whether  it 
was  similarly  prepared,  at  our  request?  A.  It  was. 

Mr.  Guttmann:  I  offer  it  in  evidence  as  Commission’s 
Exhibit  A-49. 

The  Examiner:  It  will  come  in. 

[Here  follows  an  offer  by  Commission  counsel  of  Hold¬ 
ing  Company  Act  Releases  Nos.  7237-A  and  7237-B  per¬ 
taining  to  the  Commission  action  in  amending  its  Rule 
U-49(c),  which  exhibits  were  marked  for  identification 
but  were  not  received  in  evidence.] 

[3505]  By  Mr.  Guttmann: 

Q.  I  next  show  you,  Mr.  Fleger,  a  document  entitled 
“Duquesne  Light  Company — statement  temporary  bank 


2186a  Testimony — Philip  A.  Fleger — Cross. 


loans  and  payments  thereof  from  May  1,  1941  to  August 
28,  1944,”  bearing  the  legend  “Accounting  Department” 
and  the  date.  That  document  has  similarly  been  provided 
to  the  staff  and  prepared  by  company  representatives  at 
our  request,  is  that  not  so?  A.  That  is  correct. 

Mr.  Guttmann:  I  offer  it  in  evidence  as  Commission’s 
Exhibit  A-52. 

The  Examiner:  It  will  come  in  as  Commission’s  Ex¬ 
hibit  A-52. 

[Here  follows  an  offer  by  Commission  counsel  of  Com¬ 
mission  Ex.  A-53  designated  “Cost  and  Yield  of  New 
Bond  Issues  of  Electric  and  Gas  Utilities  by  Standard 
and  Poor’s  Quality  Ratings  for  the  years  1935  through 
1946”,  which  exhibit  was  admitted  in  evidence.] 

[3506]  By  Mr.  Guttmann: 

Q.  I  next  show  you  a  document  entitled  “Statement 
showing  by  years  comparison  of  amounts  of  appropria¬ 
tions  for  retirement  reserves  and  depletion  charged  to 
income  or  surplus  as  per  books  of  company,  amounts  of 
depreciation  and  depletion  claimed  in  Federal  Income  Tax 
returns,  and  amounts  allowed  by  Bureau  of  Internal  Rev¬ 
enue  for  years  which  have  been  settled”  covering  Philadel¬ 
phia  Company,  Duquesne  Light  Company,  Pittsburgh  & 
West  Virginia  Gas  Company,  Equitable  Gas  Company  and 
Kentucky-West  Virginia  Gas  Company,  and  ask  you 
whether  that  document  was  prepared  by  you  or  under 
your  supervision,  pursuant  to  the  request  of  the  staff? 
A.  It  was. 

[3507]  Mr.  Guttmann:  I  offer  it  in  evidence  as  Com¬ 
mission’s  Exhibit  A-54. 

The  Examiner:  I  sustained  an  objection  to  a  similar 
exhibit  to  that  and  was  reversed  by  the  Commission,  so  it 
will  come  in. 
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By  Mr.  Guttmann: 

Q.  I  next  show  you  a  document  entitled  “Statement 
of  capital  stocks  issued  and  sold  by  the  Company  since 
January  1,  1939  to  December  31,  1946”  being  for  Phila¬ 
delphia  Company,  Duquesne  Light  Company,  Allegheny 
Steam  Heating  Company,  Kentucky-West  Virginia  Gas 
Company,  Equitable  Auto  Company,  Equitable  Real  Estate 
Company,  Equitable  Sales  Company,  Cheswick  &  Harmar 
Railroad  Company,  and  which  schedule,  I  believe,  covers 
all  securities,  not  only  stocks,  and  ask  if  that  was  prepared 
by  you  or  under  your  supervision,  pursuant  to  the  staff’s 
request?  A.  It  was. 

[3508]  Mr.  Guttmann:  I  offer  it  in  evidence  as  Com¬ 
mission’s  Exhibit  A-55. 

The  Examiner:  It  will  come  in  as  Commission’s  A-55. 

The  Examiner:  The  Trial  Examiner  is  directed  to  an¬ 
nounce  in  the  matter  of  Philadelphia  Company  et  al.,  Docket 
59-88,  Standard  Power  &  Light  Corporation,  et  al.,  Docket 
59-9,  in  the  matter  of  the  proceedings  under  the  Public  Util¬ 
ity  Holding  Company  Act  of  1935  pending  in  the  following 
matters,  consideration  was  given  to  a  request  of  counsel  for 
Philadelphia  Company,  contained  in  a  letter  dated  J uly  10, 
1947,  that  there  be  made  public  for  use  in  the  proceedings 
a  so-called  “Wasson  Report”  prepared  and  filed  by  Phila¬ 
delphia  Company  under  date  of  May  15, 1940,  in  connection 
with  an  examination  conducted  by  the  Public  Utilities  Divi¬ 
sion  under  Section  13  of  the  Act: 

Philadelphia  Company,  et  al.,  Docket  59-88;  Standard 
Power  &  Light,  et  al.,  Docket  59-9. 

The  request  was  granted  by  the  Commission. 

Mr.  Hackney:  How  do  we  get  the  document? 

Mr.  Guttmann:  I  think  we  can  arrange  for  that. 
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The  Examiner:  I  take  it  that  Mr.  Guttmann  will  get  it 
for  you. 

Mr.  Guttmann:  I  will  be  happy  to  arrange  for  its  pro¬ 
duction. 

[3509]  As  Commission’s  Exhibit  A-56,  I  offer  in  evi¬ 
dence  the  annual  reports  of  Duquesne  Light  Company  for 
each  of  the  years  1929  through  1939,  inclusive. 

The  Examiner:  Any  objection? 

(No  response.) 

The  Examiner:  They  will  come  in. 

Mr.  Guttmann:  As  Commission’s  Exhibit  A-57,  I  offer 
in  evidence  the  annual  reports  of  Philadelphia  Company 
for  the  years  1929  through  1939,  inclusive. 

The  Examiner:  They  will  come  in  as  Commission’s  A-57. 

Mr.  Guttmann:  At  this  time  I  would  also  like  to  offer  in 
evidence  by  reference  the  same  items  for  the  identical  pur¬ 
poses  in  the  U-5-S  statement  of  Philadelphia  Company  for 
the  year  1940  as  have  heretofore  been  introduced  with  ref¬ 
erence  to  the  U-5-S  statements  of  Philadelphia  Company  for 
the  years  1941  through  1946. 

Mr.  Hackney:  You  mean  those  specific  items  which  were 
enumerated  at  the  beginning  of  the  hearings  for  the  U-5-S 
for  1941  and  subsequent  years? 

Mr.  Guttmann:  That  is  right,  sir. 

Mr.  Hackney:  No  objection. 

[3510]  Mr.  Guttmann:  And  I  would  like  also  to  move 
the  inclusion  in  this  record  by  reference  of  the  U-5-S  1940 
statement  of  Standard  Gas  and  Electric  Company,  again 
limited  to  the  same  items  and  for  the  same  purposes  as 
were  stated  in  connection  with  the  original  offer  at  the  be¬ 
ginning  of  the  case. 
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Mr.  Hackney:  And  that  offer  is  objected  to  for  the  rea¬ 
sons  we  have  already  stated,  namely,  that  it  cannot  he  bind¬ 
ing  as  against  Philadelphia  Company  and,  therefore,  we 
object  to  the  offer  of  those  particular  items. 

The  Examiner:  The  objection  is  overruled  and  the 
U-5-S  for  1940  for  Philadelphia  and  Standard  Gas  and 
Electric  in  respect  of  the  items  heretofore  mentioned  will 
now  be  incorporated  in  this  record  by  reference. 

Mr.  Hackney:  With  an  exception. 

The  Examiner:  You  may  have  an  exception. 

Mr.  Guttmann:  I  take  it,  then,  Mr.  Examiner,  that,  sub¬ 
ject  to  such  re-direct  or  possible  further  direct  as  was  in¬ 
dicated  by  Mr.  Hackney  might  be  sought  of  Mr.  Fleger,  re¬ 
spondent,  Philadelphia  Company,  has  closed  its  case  at 
this  time! 

Mr.  Hackney:  I  think  that  was  stated  on  the  record  at 
the  last  hearing. 

The  Examiner:  I  think  so ;  yes,  sir. 

Mr.  Hackney:  Of  course,  we  don’t  know  what  the  Com¬ 
mission  [3511]  is  going  to  produce  and,  of  course,  we  have 
the  right  to  offer  any  rebuttal  evidence  in  their  case,  as  well 
as  any  rebuttal  evidence  that  anybody  else,  that  the  Exam¬ 
iner  may  permit  anyone  else  to  offer,  if  the  Examiner  does. 

[Here  follows  a  discussion  among  counsel  and  the  Exam¬ 
iner  as  to  further  trial  procedure,  possible  evidence  to  he 
offered  by  other  counsel ;  then  followed  evidence  offered  by 
the  County  of  Allegheny,  received  over  the  objection  of 
counsel  for  Philadelphia  Company,  pertaining  to  a  strike 
of  certain  employees  of  Duquesne  Light  Company  occur¬ 
ring  in  September,  1946,  an  overnight  adjournment,  a  with¬ 
drawal  by  Commission  counsel  of  a  request  for  information 
from  Mr.  Fleger,  and  an  agreement  by  the  witness  Fleger 
to  furnish  additional  information  if  available.] 
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[3557]  Mr.  Hackney:  Yes.  If  the  Examiner  pleases, 
■we  now  have  the  so-called  Wasson  report,  which  I  ask  to 
have  marked  as  Philadelphia  Exhibit  40. 

The  Examiner:  It  may  be  so  marked. 

Mr.  Hackney:  Having  been  so  marked,  let  the  record 
show  that  the  report  is  styled  “Analysis  of  general  depart¬ 
ment  setup  of  Philadelphia  Company  and  subsidiary  Com¬ 
panies  from  standpoint  of  ‘Philadelphia  Company  and  Sub¬ 
sidiary  Companies’  account,”  prepared  as  of  May  14,  1940. 

I  now  offer  in  evidence  Philadelphia  Exhibit  No.  40. 

,1/r.  Guttmann:  Would  you  have  any  objection  to  offer¬ 
ing  a  [355S]  copy  thereof,  in  view  of  the  fact  that  that  is 
from  the  Commission’s  files? 

Mr.  Hackney:  I  have  no  objection  to  substituting  a  copy, 
Mr.  Guttmann. 

Mr.  Guttmann:  That  will  be  quite  satisfactory. 

The  Examiner:  The  substitution  will  be  made  and  the 
exhibit  is  received  in  evidence. 

[Here  follows  testimony  offered  on  behalf  of  a  com¬ 
mittee  of  common  stockholders  of  Philadelphia  Company, 
known  as  the  Olesnicki  Committee,  over  the  objection  of 
counsel  for  Philadelphia  Company,  intended  to  be  in  re¬ 
buttal  to  the  testimony  offered  by  Philadelphia  Company 
as  to  the  financial  policy  followed  since  1935  with  reference 
to  the  refunding  of  the  bonds  and  preferred  stock  of  Du- 
quesne  Light  Company;  and  the  cross-examination  of  the 
Committee’s  witness  by  counsel  for  Philadelphia  Company; 
discussion  among  counsel  and  the  Examiner  as  to  trial 
procedure.] 
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[3668]  Mr.  Guttmann:  If  the  Examiner  please,  at  this 
time  I  would  like  to  offer  as  Commission’s  Exhibit  A-58,  a 
group  of  [3669]  statements  showing  gross  additions  to 
property  for  the  years  December  31, 1939  to  1946,  inclusive, 
for  Philadelphia  Company,  Pittsburgh  &  West  Virginia  Gas 
Company,  Equitable  Gas  Company,  Kentucky-West  Vir¬ 
ginia  Gas  Company,  Philadelphia  Oil  Company,  Finlevville 
Oil  &  Gas  Company,  Duquesne  Light  Company,  Allegheny 
County  Steam  Heating  Company,  Cheswick  &  Harmar  Rail¬ 
road  Company,  Equitable  Auto  Company,  Equitable  Real 
Estate  Company,  and  Equitable  Sales  Company. 

This  exhibit  was  prepared  by  the  respondents  at  the  re¬ 
quest  of  the  staff,  and  is  now  offered  in  evidence. 

The  Examiner:  Is  there  objection? 

Mr.  Hackney:  No. 

The  Examiner:  It  will  come  in. 

[Here  follows  a  withdrawal  by  the  Commission  of  its 
prior  Exhibits  A-18  and  19,  and  the  re-offer  of  revised  Ex¬ 
hibits  A-18  and  19,  which  were  admitted  in  evidence.] 

[3671]  Mr.  Guttmann:  Mr.  Grice  of  the  Commission 
has  similarly  caused  to  be  prepared  an  exhibit  entitled 
"Duquesne  Light  Company,  Schedule  showing  cash  and 
net  assets  as  of  December  31, 1936  to  1946,  inclusive,  aggre¬ 
gate  redemption  premium  on  First  Mortgage  3%  per  cent 
bonds  due  1965,”  which  I  now  offer  in  evidence  as  Com¬ 
mission’s  Exhibit  A-59. 

Mr.  Hackney:  Again  we  have  waived  proof  of  this 
exhibit. 

The  Examiner:  There  is  no  objection  to  its  coming  in 
and  it  will  come  in  as  Commission’s  Exhibit  A-59. 

[3672]  Mr.  Guttmann:  I  next  offer  as  Commission’s 
Exhibit  A-60  in  evidence  a  schedule  prepared  again  by  or 
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under  the  direction  of  Fred  J.  Grice  of  the  Commission’s 
staff,  being  a  schedule  showing  per  cent  of  common  stock 
dividends  paid  by  Duquesne  Light  Company  to  net  income 
applicable  to  common  stock  of  Duquesne  Light  Company 
and  to  gross  revenues  of  Philadelphia  Company;  per  cent 
of  common  stock  dividends  paid  by  Philadelphia  Company 
to  Standard  Gas  and  Electric  Company  to  Standard  Gas 
equity  in  net  income  applicable  to  common  stock  of  Phila¬ 
delphia  Company  and  to  gross  revenues  of  Standard  Gas 
and  Electric  Company. 

Mr.  Hackney:  Again  we  have  waived  proof  of  this  ex¬ 
hibit. 

The  Examiner:  The  exhibit  will  come  in. 

Mr.  Hackney:  May  it  be  understood,  Mr.  Guttmann,  that 
as  to  Exhibits  A-18,  A-19,  A-59,  and  A-60,  they  are  received 
in  evidence  subject  to  checking  on  our  part  because  we 
have  not  had  time  to  check  them! 

Mr.  Guttmann:  That  is  understood  by  us. 

[Here  follows  discussion  among  counsel  as  to  trial 
procedure,  the  waiver  by  all  parties  of  an  initial  decision 
by  the  Examiner  and  the  recommended  decision  required 
by  Section  8(a)  of  the  Administrative  Procedure  Act,  dis¬ 
cussion  as  to  the  order  of  filing  briefs  and  the  ruling  of  the 
Examiner  on  this  subject;  and  thereafter  the  Examiner 
ordered  the  hearing  closed.] 


